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MISCELLANEOUS WATER PROJECTS

THURSDAY, JUNE 7, 2002

U.S. SENATE,
SUBCOMMITTEE ON WATER AND POWER,
COMMITTEE ON ENERGY AND NATURAL RESOURCES,
Washington, DC.

The subcommittee met, pursuant to notice, at 2:35 p.m. in room
SD-366, Dirksen Senate Office Building, Hon. Tim Johnson presid-
ing.

OPENING STATEMENT OF HON. TIM JOHNSON,
U.S. SENATOR FROM SOUTH DAKOTA

Senator JOHNSON. The Committee on Energy and Natural Re-
sources, Subcommittee on Water and Power, will come to order.
Senator Dorgan—Chairman Dorgan is unavailable temporarily and
has asked that I chair this hearing at the outset. Obviously, when
Eenator Dorgan is able to return, we’ll turn to the gavel over to

im.

Welcome to the hearing of the Subcommittee on Water and
Power. Today the subcommittee will receive testimony on several
pending bills involving various water projects throughout the West.
I'm pleased to be able to learn more about these bills, which are
authored by several of my colleagues and which I know are impor-
tant to the residents of their States. We all can appreciate how cru-
cial water is in the West.

The bills that we will hear about today are S. 1310 and H.R.
1870 providing for the sale of certain real estate in the Newlands
Project located in Nevada; S. 1385 and H.R. 2115, authorizing the
Secretary of the Interior to participate in the Lakehaven Water
Reclamation Project in Washington State; S. 1824 and H.R. 2828,
authorizing certain repayments relating to the Klamath Project in
Oregon; S. 1883, to authorize the Bureau of Reclamation to partici-
pate in rehabilitation of the Wallowa Dam in Oregon; S. 1999, to
reauthorize the Mni Wiconi Rural Water Supply Project in South
Dakota; S. 2475, to amend the Central Utah Project Completion
Act; H.R. 706, to direct the Secretary of the Interior to convey cer-
tain properties near the Elephant Butte Reservoir and the Caballo
Reservoir in New Mexico.

And I'm pleased to see my colleague, Senator Bennett, here
today. I also appreciate Assistant Secretary of the Interior Bennett
Raley being here to testify. In addition, I know that several of the
witnesses have traveled long distances in order to provide testi-
mony to us, and we all appreciate your presence today.

(D
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I will, at the outset, begin with a brief opening statement on S.
1999 of my own, the prerogative of the chair, it seems——

[Laughter.]

Senator JOHNSON [continuing]. And then turn to my colleagues
for opening statements, and then, of course, to Senator Bennett. I
want to thank Senator Dorgan for holding this hearing today on S.
1999, legislation I've introduced along with my good friend and col-
league, Senator Tom Daschle. This legislation will extend the
project completion date and increase the cost-ceiling authorization
of the Mni Wiconi Rural Water Project. S. 1999 is absolutely vital
to moving forward with water development efforts in my State.

I appreciate the help that the committee, the committee staff—
most notably, Patty Beneke—has provided to our efforts in South
Dakota to improve the quality and supply of drinking water. I also
want to thank the ranking minority member, Senator Smith, and
his staff for their cooperation on these important issues over the
years. I also want to thank John Steele, president of the Oglala
Sioux Tribe in South Dakota, for testifying today on behalf of all
four project sponsors, as well as Mike Hurley, the manager of the
West River/Lyman-Jones Rural Water System, and Jim McCauley,
the manager of the Lower Brule Sioux Tribe Rural Water System,
as well as Paul Little, of the Oglala Sioux Tribe. They are here
Wit}}:)l us today. The fourth project sponsor is the Rosebud Sioux
Tribe.

I think it’s important to note that the Mni Wiconi Project is a
cooperative effort, as indicated by the four local sponsors. The three
tribal sponsors and the one non—tribal rural water sponsor have
all worked jointly since 1988 to help make this project a reality and
to meet a common goal—providing clean drinking water to a part
of our State that lacks both quality and quantity of clean drinking
water.

This project has become an important example of how Indian and
non-Indians in South Dakota can come together to solve one of the
biggest problems they collectively face. I want to thank, again, the
local project sponsors for their hard work in making the Mni
Wiconi Project a reality and demonstrating to the rest of the Na-
tiorill how common goals can bring people of different cultures to-
gether.

The need for this legislation is simple. The Mni Wiconi Project
will not be constructed by the completion date of 2003, as provided
for in the 1994 law, because the Federal Government has simply
not provided the level of annual funding needed to finish the con-
struction that quickly. Although funding has been in the $25 to $30
million range for the past 5 years or so, to have met the goal of
completion by 2003, the project would have needed funding levels
in the $40 million range. By stretching out the construction of the
project, the administrative costs associated with the project con-
tinue to go up, as well, thereby creating the need for increasing the
authorized cost ceiling of the project by another $58.8 million.

S. 1999 will extend the construction date to 2008, as I indicated
before, and this will be a reachable goal as the project can meet
that timetable if funding continues in the $30 million range.

Congress has become familiar with the Mni Wiconi Rural Water
Supply Project over the years, after passing the original authoriz-
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ing legislation in 1988, and expanding the legislation in 1994. But
much progress has been made in recent years, and I'd like to take
this opportunity to update the committee on that important
progress.

The project is now more than 50 percent constructed, with Con-
gress providing more than $200 million in funding over the past 12
years. The project sponsors also recently held a dedication cere-
mony for the water drinking plant completion. Significant progress
has already been made with thousands of South Dakotans already
receiving water either from the core pipeline of the project or from
temporary groundwater sources.

The Mni Wiconi Water Supply Project will deliver reliable, good-
quality drinking water from a dependable source, the Missouri
River, and will result in an improved quality of life as well as eco-
nomic development and job creation. The four project sponsors—the
Oglala Sioux Tribe, the West River/Lyman-Jones Rural Water Sys-
tem, the Rosebud Sioux Tribe, and the Lower Brule Sioux Tribe—
have done an extraordinary job in working together, and, once
again, I commend them for the level of cooperation and under-
standing they’ve all demonstrated.

I don’t believe our needs get any more basic than good-quality,
reliable drinking water, and I appreciate the fact that Congress has
shown support for the Mni Wiconi Project over the last number of
years. I look forward to continuing to work with my colleagues for
quick passage of this important legislation and to the continued
support of Congress for the Mni Wiconi Rural Water Supply
Project.

Again, special thanks to Chairman Dorgan for his support.
Thanks to the subcommittee and the committee as a whole for your
support and willingness to hold this hearing today.

Next, I will turn to my colleagues to see of they have opening
statements.

[The prepared statements of Senators Bingaman, Smith, and
Reid follow:]

PREPARED STATEMENT OF HON. JEFF BINGAMAN, U.S. SENATOR
FroMm NEwW MEXICO

Thank you, Chairman Dorgan, for holding today’s Subcommittee hearing on sev-
eral pending bills affecting water projects across the West. I am pleased that in-
cluded among the bills to be considered is H.R. 706, the Lease Lot Conveyance Act
of 2002. This bill was introduced by Representative Joe Skeen from New Mexico and
I am happy to be working with my colleague from the House of Representatives,
as well as Senator Domenici, in support of getting this legislation enacted into law.

The bill directs the Secretary of the Interior to convey 403 lots that the Bureau
of Reclamation has jurisdiction over, and has been leasing for over 50 years, to the
Leaseholders Association representing individuals residing on the properties. The
lots are located around the Elephant Butte and Caballo Reservoirs in New Mexico,
and many of the lessees have been waiting several years to acquire their respective
lots. Enactment of this bill will fulfill their long-held expectations.

I understand that with the changes made to the bill in the House of Representa-
tives, the Administration has no further objections to this legislation. I therefore
look forward to working with my colleagues in the Senate to move this legislation
forward and on to the President for his signature.
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PREPARED STATEMENT OF HON. GORDON SMITH, U.S. SENATOR FROM OREGON

Mr. Chairman, I appreciate your convening this legislative hearing today to take
testimony on several water bills pending before the Subcommittee. I look forward
to hearing from the witnesses today.

I know that these bills are important to a number of communities and to many
of our colleagues. It would be my hope that we can resolve any issues with these
bills, and report as many of them as possible out of the committee before the August
recess. I look forward to working with you, Mr. Chairman, in a bi-partisan man-
ner—as we have so many times in the past—to meet the water needs of these west-
ern communities.

I am the sponsor, with my colleague from Oregon, Senator Wyden, of two of the
bills before the Subcommittee today. The first bill, S. 1824, would authorize pay-
ments to certain Klamath Project water distribution entities for amounts assessed
by the entities for operation and maintenance of the Project’s irrigation works for
2001, and to authorize refunds to such entities of amounts collected by the Bureau
of Reclamation for reserved works for 2001. The second bill is S. 1883, the Wallowa
Lake Dam Rehabilitation and Water Management Act of 2001.

I want to welcome my colleague, Congressman Greg Walden here today, and I
look forward to hearing his comments on these bills as the sponsor of the House
companion legislation. I would also like to welcome Dan Keppen, the Executive Di-
rector of the Klamath Water Users Association, and Jeff Oveson, the Director of the
Grand Ronde Model Watershed Program. I appreciate your willingness to travel
back here in order to provide testimony today.

The first bill, S. 1824, to authorize Reclamation to reimburse the Klamath water
districts that paid for the operations and maintenance of the facility last year—yet
received no water—is a matter of fundamental equity and justice. Last year, for the
first time in the Project’s history, water users who receive their water from Upper
Klamath Lake received a zero water allocation.

Two biological opinions governed operations of the federal Klamath Project last
year. One was issued by the U.S. Fish and Wildlife Service with respect to suckers
and the other was issued by the National Marine Fisheries Service with respect to
coho salmon. Taken together, these two opinions both raised the lake level of Upper
Klamath Lake and increased flows in the Klamath River during an extreme
drought. The real tragedy for these 1,200 farm families is that in February 2002,
the National Research Council released a preliminary analysis of these two biologi-
cal opinions which found that the underlying data did “not provide scientific sup-
port” for either the lake levels or the downstream flows—the two key management
requirements in the biological opinions.

In the name of equity, I believe the federal government needs to return these op-
eration and maintenance payments. I know that the Administration is concerned
about setting a precedent, but frankly, I think the precedent would be a good
one.Too often, because there is no budgetary impact on the United States treasury,
the federal government is very cavalier with the lives and livelihoods of individuals.

This bill has already passed the House, and I would urge the Committee either
to mark up this bill, or to move the House-passed bill in the full Senate in an expe-
ditious manner.

The second bill I have introduced, S. 1883, would authorize the Secretary of the
Interior, acting through the Commissioner of Reclamation, to participate in both the
rehabilitation of Wallowa Lake Dam and in the Wallowa Valley Water Management
Plan. Both of these projects enjoy wide local support—including water users, the
Nez Perce Tribe, and the local watershed council—and will improve water manage-
ment and salmon habitat in the watershed. The local entities have developed these
two projects in consultation with numerous state and federal agencies. The projects
provide a positive approach to resolving the water challenges facing the basin. I am
proud of all of the work done to date by the project proponents to ensure broad-
based support for their efforts.

While Wallowa Lake Dam is not a federal facility, I view the projects proposed
in this bill as critical to meeting the federal government’s tribal trust obligations
in the basin, as well as helping to recover federally listed endangered species.

Just yesterday, this Committee approved a $1.6 billion bill to authorize federal
spending for the Cal-Fed program. I supported that bill and my California col-
league’s efforts to resolve significant water problems facing her state. However, as
I looked through the list of projects that will be funded in Phase I of that program,
I noticed that much of the money is going to lands or facilities that are not in fed-
eral ownership. I am hopeful of that same type of support for the efforts of Senator
Wyden and me to resolve, with a much more modest amount of money, the water
problems facing the Wallowa basin in our state.
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I look forward to hearing from all the witnesses, and appreciate your work on
these important water issues.

PREPARED STATEMENT OF HON. HARRY REID, U.S. SENATOR FROM NEVADA

Mr. Chairman, thank you for giving me the opportunity to testify in favor of my
bill, which will provide the City of Fallon, Nevada, the exclusive right to purchase
approximately 6.3 acres of public land from the U.S. Bureau of Reclamation. I intro-
duced this bill on August 2, 2001, and Senator Ensign has joined me as a co-spon-
sor.

Mr. Chairman, the 6.3 acres located in Fallon, Nevada, is part of the Newlands
Irrigation Project, which is operated by the Bureau of Reclamation. The Bureau’s
Newlands Project irrigates west-central Nevada counties with water from Lake
Tahoe and the Truckee and Carson Rivers.

Since 1984, the City of Fallon has leased the land from the Bureau for use as a
rail freight yard and loading facility. The City, the State of Nevada, the U.S. De-
partment of Transportation, and the Southern Pacific Railroad have collectively in-
vested a significant amount of money in this facility, which is responsible for over
400 jobs in the local community.

On January 1, 2000, the long-term lease agreement between the City of Fallon
and the Bureau of Reclamation expired. As negotiations began for a new long-term
lease, the City and the Bureau determined that it would be in their mutual interest
to transfer ownership of the property to the City.

Fallon is a rural agricultural community of 8,700 residents located in northern
Nevada approximately 70 miles east of Reno. The freight yard is an important mu-
nicipal asset that is critical to the economic well-being of the community. The sale
of the land to the City would ensure future viability of the facility by enabling the
City to make long-term investments in the property without having to worry about
a lease renewal. Furthermore, the Bureau would be able to divest itself of an asset
that no longer fulfills its core mission, thereby allowing the agency to focus on its
traditional roles.

Mr. Chairman, my bill requires that The City of Fallon pay the Bureau of Rec-
lamation the fair market value of the property as determined by an appraiser, with-
out taking into consideration any structures or improvements on the property. The
proceeds from the sale will be returned to the Bureau’s Newlands Project fund ac-
counts. The bill also makes the transfer to the City contingent upon the satisfactory
conclusion of all necessary environmental reviews.

Mr. Chairman, The Fallon Rail Freight Loading Facility Transfer Act is a win-
win situation for all affected parties and provides assurance that a vital asset will
remain in the Fallon community and that the Bureau of Reclamation will continue
to focus on its important mission.

Senator JOHNSON. In addition, I'd like to request that each wit-
ness please summarize your statement at the appropriate time.

I turn to Senator Domenici for any opening statement that he
might have.

STATEMENT OF HON. PETE V. DOMENICI, U.S. SENATOR
FROM NEW MEXICO

Senator DOMENICI. Thank you very much, Mr. Chairman. I want
to indicate to our New Mexicans, Jerry is here as the principal wit-
ness. Do you have any other New Mexicans with you?

Mr. STAGNER. Mike Knowles and his wife, Sherry.

Senator DOMENICI. But you’re the only going to testify, Mr.
Stagner?

Mr. STAGNER. That’s correct.

Senator DOMENICI. All right.

And I want to indicate that Senator Bingaman and I have talked.
He’s worked very hard moving this bill along, and he only has one
child, a son, and the son’s graduating from college, and I think we
figured, between all of us, we could do his work today and that he
should go, and so he did.
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And also I want to say, early on in the record here, we’re passing
a bill that the U.S. House of Representatives already passed, and
it passed the House because one of the members that’s retiring
after many years of service, Representative Joe Skeen, worked tire-
lessly to get the various issues ironed out and to see that this bill
got out of the House and came here to the Senate before he retired.

This is a bill that’s long overdue, and time just got away from
everyone. A long time ago, 403 lots were leased to people that now
have little homes and backyards and picket fences, and they’re all
up against two lakes. Almost everybody is 55 and older, with a
very large number of 65 and older, and they can’t make any im-
provements, because the ownership rights are vague. And so
they've all worked together, including the U.S. Government. We
thank them.

They’re here, and we thank you for your indication that you ap-
prove of this legislation. This will make not just 403 people rather
happy with their government, finally, but it will show that, when
we set our heads to it, we can solve complicated problems that ap-
pear to have no answers.

Mr. Chairman, thank you so much for bringing us in on this so
these witnesses could get this behind them. I'd ask that my written
statement be made a part of the record.

Senator JOHNSON. Without objection.

Senator DOMENICI. I thank you.

[The prepared statement of Senator Domenici follows:]

PREPARED STATEMENT OF HON. PETE V. DOMENICI, U.S. SENATOR
FroM NEwW MEXICO

Mr. Chairman, thank you for holding this important hearing today on the Ele-
phant Butte Lease Lot Conveyance Act. And I want to welcome Mr. Stagner, a
member of the Elephant Butte Lease Lot Board.

Today, this subcommittee has before it a piece of legislation that is of particular
significance to New Mexico. H.R. 706, The Elephant Butte Lease Lott Conveyance
Act, passed the House unanimously earlier this year, and I am glad that I can sup-
port this bill in the Senate. I also want to thank Congressman Skeen for his tireless
work on this bill in the House. Without his good efforts, I do not think that we
would be here today.

Let me take this opportunity to explain this bill’s significance. Starting in the
1940’s the Bureau of Reclamation began leasing lots of land around Elephant Butte
lake in New Mexico for $10 a year. The lease holders were told that if they did not
make improvements to the lots, the leases would revert back to the government.
Over the last 50 years, lease holders have made improvements to the lots such as,
houses, roads and other necessary infrastructure.

The majority of the lease holders are now over the age of 65 and live on fixed
incomes. The rental rates on these properties are increasing and many of the lease
holders will be priced out of their homes.

This bill will allow lease holders to purchase 403 lots from the Bureau of Rec-
lamation for fair market value. This is a total of about 250 acres out of a total of
78,000 acres that is within the Elephant Butte and Caballo Reservoir boundaries.

This bill will provide security to many of the lease holders who have already in-
vested time and money into improving these lots. I think it is also important to note
that allowing the lease holders to purchase these lots will in no way affect the
public’s access to Elephant Butte, or interfere with the Bureau’s operation of the
Teservoir.

This bill has the support of New Mexico’s Congressional delegation, the Bureau
of Reclamation, as well as the 403 lease lot holders. This piece of legislation is im-
portant to New Mexico, and I strongly encourage my colleagues to support this bill.
This piece of legislation has been years in the making, and now that we have the
support of everyone involved, I hope that this bill will pass quickly through the Sen-
ate.
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Senator JOHNSON. Senator Cantwell.

STATEMENT OF HON. MARIA CANTWELL, U.S. SENATOR
FROM WASHINGTON

Senator CANTWELL. Thank you, Mr. Chairman, and thank you
for conducting this hearing today.

I am pleased to see that today’s agenda includes legislation im-
portant to the State of Washington, the Lakehaven Water Reclama-
tion bill, which will provide the capacity and reliability of waste
water systems in Washington State. I think my colleagues would
be interested to learn that this is substantially the same legislation
that passed the Senate in the 106th Congress. It is my hope that
we can move forward on this expeditiously.

Let me take a moment to remind my colleagues of what this bill
does. Consistent with the Reclamation Project Authorization Ad-
justment Act, it authorizes the Secretary of the Interior to partici-
pate in the design, planning, and construction, as well as land ac-
quisition, for an important water reclamation project, the
Lakehaven Project in Washington.

This project is important for many reasons. The Lakehaven util-
ity district is one of the largest in Washington State, with water
and sewer utilities providing 10.5 million gallons of water a day to
over 100,000 residents and numerous corporate facilities in King
County and parts of Pierce County. The demand for water from
these sources has increased to a point that the district may soon
exceed safe water production limits. It has also resulted in the re-
duction levels in all of the local aquifers.

Mr. Chairman, this project would begin to meet the needs of im-
proving waste water systems serving a large segment of the North-
west population, and would provide additional protection for vital
natural resources using economically feasible technology and prov-
en technology.

The Federal Government has a role in maintaining the systems
and assisting in building additional infrastructure to handle our
Nation’s massive needs. I would like to add, Mr. Chairman, that
the bill limits the Federal share to just 25 percent of the total
project cost, prohibits funds being provided by the Secretary from
being used for project operation and maintenance, and complies
with other limitations and obligations under the Reclamation
Projects Act.

I understand that the Department of the Interior opposes the au-
thorization of this project on two grounds, the exact same argu-
ments that the Department used to oppose the legislation in the
106th Congress, when the Senate saw fit to pass it. First, it op-
poses the authorization of projects before feasibility assessments
have been completed. I would simply point out that the authoriza-
tion of this project does not preclude the feasibility study. The only
prohibition under this act is that no fund shall be expended on con-
struction before that feasibility assessment can be completed. With
this legislation, we are in no way circumventing or changing that
requirement.

Secondly, I am sensitive to the fact that the Bureau of Reclama-
tion has not been able to fully fund all those projects already au-
thorized. However, I believe that this project in Washington State,
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is crucial. The authorization back load should not sidetrack us from
pointing out important projects that must be done.

Mr. Chairman, the Nation’s need for improved water infrastruc-
ture is continuing to grow. Since 1972, the Federal Government
has spent about $73 billion on wastewater treatment programs.
While that’s certainly no minor contribution, the progress we've
made has been real. Something like 85 percent of wastewater has
been eliminated. But, unfortunately, with aging water collection
and treatment facilities across the country in the Nation, it is still
estimated that 35 to 45 percent of U.S. surface waters do not meet
the current water-quality standard.

So we have a big task, looking at our Nation’s 16,000 wastewater
systems and the enormous infrastructure that is needed to improve
them. And while Congress has appropriated $1.3 billion for waste-
water infrastructure in fiscal year 2001, and another $1.3 billion in
the legislative year for fiscal year 2002, EPA has estimated that we
will need to spend $126 billion by 2016 to fully achieve the second-
ary treatment improvements of existing facilities. We still have a
long way to go, and I want to keep working on this issue with my
colleagues.

Again, the Lakehaven Water Reclamation Bill will take steps for-
ward to improve the infrastructure needed in the Puget Sound re-
gion, an important area of our local economy that is at a point
where we cannot move further without having these improvements.

I appreciate my colleagues’ interest in having this hearing today
on this important legislation.

Senator JOHNSON. Senator Wyden.

STATEMENT OF HON. RON WYDEN, U.S. SENATOR
FROM OREGON

Senator WYDEN. Thank you, Mr. Chairman. Let me thank you
and the committee for giving us a chance to air two important bills
for the State of Oregon, particularly for rural Oregon today. I want
to thank Jeff Oveson and Dan Keppen, who are out in the audience
somewhere. Jeff has done yeoman work on that Wallowa Dam
Project bill by way of bringing together a whole host of parties—
the farmers and the ranchers, the tribe, and the environmental and
citizens groups. In my view, Jeff and his folks have really raised
the bar for what it takes to come up with a collaborative effort, and
I want to thank him very much.

I'm also pleased that Dan Keppen is here. We have the congress-
man from the area, Congressman Walden here, who’s worked very
cooperatively with Senator Smith and myself. Both of the Oregon
bills are legislation that we have worked very closely on. The bill
that relates to the Klamath Basin, the Klamath Basin Project
Users bill, is a particularly important piece of legislation to our
State. The reimbursement of operation and maintenance funds to
Klamath Basin producers is just one step towards restoring equity
to a damaged system.

Last year was a low-water year. Emotions ran high. The Bureau
of Reclamation denied farmers in the Klamath Basin water, and,
at the same time, didn’t do a whole lot to help the environment ei-
ther. While the canals were dry, the folks that would have used the
water from the Bureau of Reclamation’s Klamath Basin Water
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Project were still required to pay for the operation and mainte-
nance of a water system that was not delivering water. These oper-
ation and maintenance fees were taking essentially the last pen-
nies out of desperate, desperate people at the time that Senator
Smith and Congressman Walden and I, along with the administra-
tion and a lot of people in the Basin, were trying to work out a way
to preserve agriculture in the Basin while improving the environ-
ment.

Senator Smith and Congressman Walden and I have been pursu-
ing a number of important efforts, a comprehensive effort to ad-
dress the needs of the Basin. I want to thank my colleagues from
the Oregon delegation, in particular, for working with me in a bi-
partisan way, and thank Dan Keppen for being here, as well.

This is a large puzzle, dealing with this Klamath Basin issue. I
think if we had our way, we would just divine that there would be
a whole lot more water immediately, and that is a little bit beyond
the purview of what the U.S. Congress can obtain. But certainly,
we can make a lot of progress in preserving agriculture, addressing
environmental needs, by bringing together the stakeholders on this
important piece of legislation. That’s what Congressman Walden
and Senator Smith and I have been trying to do. This is one of a
number of projects we're pursuing together and on a bipartisan, bi-
cameral basis. And we thank the committee for moving ahead with
the legislation.

Senator JOHNSON. Thank you, Senator.

Congressman Walden, do you want to take a position at the wit-
ness table?

And we will turn first, however, to Senator Bennett for his testi-
mony. Welcome to the committee, Senator.

STATEMENT OF HON. ROBERT F. BENNETT, U.S. SENATOR
FROM UTAH

Senator BENNETT. Thank you very much, Mr. Chairman. I appre-
ciate your holding the hearing and giving me the opportunity. I
have a written statement, as well as a statement from the Colorado
River Energy Distributors Association, that I would like to have in-
cluded in the record.

Senator JOHNSON. Without objection.

Senator BENNETT. I want to welcome Don Christiansen, who is
the general manager of the Central Utah Water Conservancy Dis-
trict, who has done an excellent job during his tenure. And he’s
here in the audience, and I want to acknowledge that and thank
him for his service.

My bill, S. 2475, is a fine-tuning of the Central Utah Project
Completion Act, which was passed by the Congress in 1992 and
which represented the culmination of decades of effort on behalf of
the Congress to get this all worked out properly.

My father worked on the Central Utah Project when it was still
nothing but an idea and maybe a name on a piece of paper. He
served in this body for 24 years. Jake Garn succeeded him, served
for another 18. And I think the climactic moment of Jake’s career
was the passage in 1992, his final year, of this act. I was very glad
that they did that so that I didn’t have to deal with it when I suc-
ceeded Jake.
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[Laughter.]

Senator BENNETT. But after 10 years of experience, there does
need to be some fine tuning of the act. I don’t believe anything that
we’re proposing is controversial.

The legislation has three main components. The first clarifies the
responsibilities of the Secretary of the Interior with respect to the
Central Utah Project. The second redirects unexpended budget au-
thority for water conservation and reuse. And the third allows for
prepayment of repayment contracts. And the details of each of
these three are in my written statement.

Utah is one of the fastest-growing States in the country. It is also
one of the driest States in the country, in normal times. And right
now are not normal times. In some parts of the State, currently in
drought, we are running at 5 percent of normal. The overall state-
wide number is substantially higher than that, but it is misleading
for the description of the kind of drought we are facing as we get
towards Arizona and New Mexico, down in the southern part and
southeastern part of the State.

So, Mr. Chairman, I would hope there would be rapid consider-
ation of this bill, and I very much appreciate your paying attention
to these issues.

[The prepared statement of Senator Bennett follows:]

PREPARED STATEMENT OF HON. ROBERT F. BENNETT, U.S. SENATOR FROM UTAH

Good afternoon. I thank Chairman Dorgan and Senator Smith for holding today’s
hearing. I would like to welcome Don Christiansen, the general manager of the Cen-
tral Utah Water Conservancy District. During his tenure with the water conser-
vancy district, Don has done an excellent job meeting the water needs of Utahns
in some of the nation’s fastest growing counties in the nation’s second driest state.

I appreciate the opportunity to discuss my legislation, S. 2475, with the sub-
committee this afternoon. S. 2475 amounts to a fine tuning of the Central Utah
Project Completion Act (CUPCA), which this committee worked on and passed in
1992. Almost ten years after the enactment of CUPCA, experience and new realities
have made apparent the need for adjustments to one of the most complex undertak-
ings authorized by the Colorado River Storage Project Act.

My legislation has three main components. The first clarifies the responsibilities
of the Secretary of the Interior with respect to the Central Utah Project. The second
redirects unexpended budget authority for water conservation and reuse. The third
component allows for prepayment of repayment contracts.

Through CUPCA, the Secretary of the Interior has full responsibility over the
Central Utah Project. Since 1992, the Central Utah Water Conservancy District has
developed an excellent working relationship with the Office of Central Utah Project
Completion, which reports directly to the Assistant Secretary for Water and Science.
My legislation would clarify the role of the secretary to make certain the secretary
will continue to retain responsibility after project completion. Furthermore, S. 2475
authorizes a pilot management program with the secretary through the Bureau of
Reclamation to assist the secretary with long-term management of the project.

The second component of my legislation will permit unexpended budget authority
for previously authorized projects to be used for water conservation measures, in-
cluding the use of reverse osmosis membrane technologies, water recycling, and con-
junctive use. As I mentioned in the beginning of my statement, Utah is one of the
fastest growing states and it is one of the driest states. Supporting technologies and
techniques that will allow water to be better utilized is one of the smartest things
we can do. The supplies of water are finite and the demands for water are increas-
ing; by allowing unexpended budget authority to be used for water conservation, we
are stretching our supples. I believe this is a wise and prudent investment.

The third and final component of my legislation would allow for the prepayment
of repayment contracts and strike the 2002 sunset date. Obviously, this will allow
for the contracts to be paid off more quickly, benefitting water users and taxpayers.

Mr. Chairman, Utah is experiencing one of the worst droughts in a generation.
While this legislation will not help in the short term, I believe that if we are able
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to make these small changes included in my legislation, especially the water con-
servation enhancements, Utah will be better situated for the future.

Senator JOHNSON. Thank you, Senator Bennett.
Congressman Walden.

STATEMENT OF HON. GREG WALDEN, U.S. REPRESENTATIVE
FROM OREGON

Mr. WALDEN. Thank you very much, Mr. Chairman. I greatly ap-
preciate your courtesy in the opportunity to come and share some
comments before you today. And I want to follow up on the com-
ments of my friend and colleague from Oregon, Senator Wyden, as
we’ve worked together on this and other legislation with Senator
Smith in a very productive and bipartisan and bicameral way in
the State of Oregon, kind of the Oregon way to do it here in the
Congress.

I'd also like to extend an official greetings to our Nation’s Capitol
to Dan Keppen, who is the executive director of the Klamath Water
Users Association, who has traveled to testify today, as well. He’s
a good friend and outstanding representative of the farmers at the
Basin.

I'd also like to welcome Jeff Oveson, as well. I'll be talking about
the Wallowa Dam Bill in addition to this O&M refund legislation.

As Senator Wyden mentioned—and I have a statement that I’ll
put in the record, if I could, Mr. Chairman.

Senator JOHNSON. Without objection.

Mr. WALDEN. Thank you.

Mr. WALDEN. This legislation is very simple in—as Senator
Wyden outlined, last year our farmers in the Klamath Basin had
their water cut off for the first time in a hundred years. They bare-
ly got a drop. And yet they had to continue the payments for oper-
ating and maintaining a system that didn’t deliver anything to
them. And it seems like pretty standard principle in America that
you shouldn’t have to pay for something you didn’t get. And that’s
what this legislation addresses by providing, in effect, a refund to
people who are in very, very desperate straits.

This legislation was approved by the House Resources Commit-
tee without opposition, and cleared the House last November with-
out opposition. What I'd like to share for you is a brief part of an
article that ran last week in the Portland Oregonian that I think
really puts in perspective the plight of these people and what they
face today.

It’s from the Oregonian, written by Michael Milstein. And it
reads, “Almost every day, Charlotte Rohrbacher shuttles four chil-
dren to and from daycare and practices, takes community-college
courses, and deals with about 15 creditors wanting to know where
their money is. By 9 p.m., as she sits in her computer class, she’s
exhausted. By midnight, she’s lying awake, wondering which bill
collectors will call tomorrow.

“This is what it means for a young family—farm family in the
Klamath Basin to go a year without irrigation water. It means the
big John Deere tractor that once turned their earth is gone, sold
for a fraction at auction. It means they are barely hanging on to
the two-story home that designed and built among the fields south
of Klamath Falls the year before the water was turned off. It
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means Charlotte Rohrbacher spends hours on the phone with credi-
tors she’s never met instead of working a ground she’s known all
her life. Some of them are back East in a little office building and
don’t know anything about Klamath Falls. They live in an apart-
ment. ‘When you say, “No water,” they don’t know what you mean,’
she said.’

“If anyone can tell them, she can. It’s been more than a year of
almost no income, since Federal agencies halted water to more
than a thousand farms in the Klamath Project, including hers, to
help protect fish through a drought. Congress handed cash relief to
waterless farm owners, but she and her husband lease most of
their land, so they got little of it. Water is flowing again this year.
Many are farming again. But, for her, it’s a year too late.”

Hers is not a singular case, Mr. Chairman, members of the com-
mittee. A number of those farm families went bankrupt throughout
this process. Many hang on by just a string. This legislation will
help right part of a wrong, and certainly throw them a lifeline that
may allow them to survive another year and provide for their fami-
lies. So when we talked about this being emergency legislation, in-
deed it’s an emergency for them that we can help rectify.

So I urge your support and want you to know that, again, it
had—this legislation had strong bipartisan support through the
U.S. House. And I appreciate Senator Wyden’s leadership in help-
ing get this bill up for a hearing and for your consideration, and
Senator Smith’s help, as well.

Now, at the opposite end, 300-plus miles away from the Klamath
Basin, lies another community that’s trying to deal with water
issues in a way that has brought together farmers and environ-
mentalists and others.

The most pressing concern that faces citizens of Wallowa County,
Oregon, right now is the potential disaster that looms from a de-
caying dam built in 1918. The 35-foot tall concrete does not come
close to meeting current dam-safety requirements for stability
against sliding and overturning, earthquake resistance, spillway
capacity, and outlet-tunnel conditions.

In 1996, the Wallowa Lake Dam was listed as a high-hazard
structure by the Oregon Water Resources Department. A sudden
failure and release of water would almost certainly result in loss
of life and property as well as severe environmental and economic
damage to the communities that are downstream. In fact, the dam
has been holding water at less than the maximum-authorized pool
levels since 1970, when it was judged to be a public-safety hazard.

Now, tucked away in the foothills of the Wallowa Mountains,
Wallowa Lake provides 800,000 recreational users annually with
water for boating, waterskiing, swimming, and fishing. The
Wallowa Lake Dam also provides irrigation water to 15,000 acres
of prime ag land, a potable water supply for the city of Joseph, and
flood controls for the cities of Joseph, Enterprise, and Wallowa. The
reservoir also provides base flows to the Wallowa River and Grand
Ronde Rivers, preserving and enhancing riparian habitat, fish
stocks, waterfowl, and overall quality.

The steps that are being taken to ensure both the economic vital-
ity, as well as environmental enhancement, will serve as a model
for other rural watersheds in the West as they begin to rebuild and
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update their current water management plans. The four phases of
the plan are—when they’re complete and thorough, they address
all the components that make for a healthy watershed and sur-
rounding ecosystem, while helping the community that depends
upon it.

When they’re completed in 2006, there will be a community en-
sured from flooding, assuring fish protection, water conservation,
ag production, and a potable water supply, ESA-listed salmon res-
toration, fish passage, improved fish and wildlife habitat, hydro-
power energy production, economic stability, and continued rec-
reational use.

So, Mr. Chairman, this is a bill that I think is very worthy of
your consideration. I appreciate, again, your indulgence and your
time, and submit the rest for the record.

[The prepared statement of Mr. Walden follows:]

PREPARED STATEMENT OF HON. GREG WALDEN, U.S. REPRESENTATIVE FROM OREGON

Chairman Dorgan, thank you for the opportunity to testify to your subcommittee
today, and thank you for your support and cooperation. I appreciate it a good deal,
as do the farming and ranching families of the Klamath Basin in southern Oregon
and northern California. I'd also like to thank my good friends from Oregon, Sen-
ators Smith and Wyden. Senator Smith’s sponsorship of the companion measure to
my bill that has passed the House, H.R. 2828, and Senator Wyden’s cosponsorship
of it exemplify their dedication to the Klamath Basin and our productive working
relationships. I'd also like to extend an official greeting to our nation’s capital to
Dan Keppen, the Executive Director of the Klamath Basin Water Users Association,
who has traveled from Oregon to testify today. Dan is a good friend and is an out-
standing representative of the hard-working farmers and ranchers in the Klamath
Basin.

Mr. Chairman, S. 1824 gives hope to those people in the Klamath Basin whose
livelihoods face ruin as a result of the federal government’s decision to shut off
water to farmers and ranchers in the basin last year for the first time in the nearly
100-year history of the Klamath Project. S. 1824 originated with the hard work of
the House Committee on Resources in the form of hearings last year and subse-
quent passage in the House, and the work of the farmers and ranchers on the
ground who simply need to survive long enough to come to some solution that ad-
dresses the needs of both fish and the agriculture community in the Klamath Basin.
This legislation provides the measured relief these farmers and ranchers need, and
the relief they deserve.

Senators Smith and Wyden and I continue to work together with diligence to find
real and lasting solutions to the complex and difficult problems confronting the agri-
culture community, the Tribes and the environment of the Klamath Basin. Presi-
dent Bush has established an executive level working group to assist this effort, and
our collective efforts are making progress. Rest assured that in the months ahead
we will continue to bring legislation to address other, very significant issues in the
Basin.

S. 1824 provides a measure of fairness and a measure of emergency relief. It au-
thorizes the Bureau of Reclamation to return or waive fees paid by irrigation dis-
tricts and ultimately by their patrons this year. You see, the farmers, ranchers and
the irrigation districts in the Klamath Basin paid fees to run a system that never
delivered the water they were promised. One should not have to pay for something
they never received. In such a case, most of us would ask for a refund. And that’s
precisely what this measure provides, a fair and balanced refund. More importantly,
it puts money back in the hands of the farmers and ranchers who so desperately
need it to keep their operations afloat and the employees and businesses that de-
pend on them.

S. 1824 would authorize the Secretary of the Interior to pay to each qualified
Klamath Project entity an amount of money that was assessed them for operation
and maintenance of the Klamath project for 2001. Section 2 defines “qualified Klam-
ath Project” as an entity that: 1) has a water supply contract with the Bureau of
Reclamation for water from the Upper Klamath Lake and the Klamath River; 2) dis-
tributes water received under the water supply contract; 3) received a severely lim-
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ited supply based on the 2001 annual operations plan issued April 6, 2001; and 4)
did not receive reimbursement from any state for these same expenses.

Mr. Chairman, some may look at the title of this bill, “The Klamath Basin Emer-
gency Operation and Maintenance Refund Act of 2001,” and say, “This happened
over a year ago. There is no emergency.” Mr. Chairman and members of the Com-
mittee, I disagree wholeheartedly. If I may, I would like to read to you the opening
of a May 28, 2002 article from Portland’s Oregonian newspaper written by Michael
Milstein. It vividly shows how much of an emergency this legislation is to the people
of the Klamath Basin. It reads:

“Almost every day, Charlotte Rohrbacker shuttles four children to and from
day care and practices, takes community college courses and deals with about
15 creditors wanting to know where their money is.

By 9 p.m., as she sits in computer class, she’s exhausted.

By midnight, she’s lying awake, wondering which bill collectors will call to-
morrow.

This is what it means for a young farm family in the Klamath Basin to go
a year without irrigation water.

It means the big John Deere tractor that once turned their earth is gone, sold
for a fraction of its cost.

It means they are barely hanging onto the two-story home they designed and
built among the fields south of Klamath Falls the year before the water was
turned off.

It means Charlotte Rohrbacker spends hours on the phone with creditors
she’s never met instead of working the ground she’s known all her life.

“Some of them are back East in a little office building and don’t know any-
thing about Klamath Falls. They live in an apartment. When you say, 'No
water,” they don’t know what you mean.”

If anyone can tell them, she can. It’s been more than a year of almost no in-
come since federal agencies halted water to more than 1,000 farms in the Klam-
ath Project, including hers, to help protected fish through a drought. Congress
handed cash relief to waterless farm owners, but she and her husband lease
most of their land, so they got little of it.

Water is flowing again this year. Many are farming again.

But for her, it’s a year too late.”

Mr. Chairman, it’s not too late to do what is right. And while some may say that
this legislation is setting a precedence, I say back to them that last year’s water
shutoff was precedent setting for the Bureau of Reclamation.

This bill is the fair thing to do for a region that has experienced terrible hardship.
I hope that this Committee and the Senate can support this long overdue legisla-
tion. It has strong bipartisan support and passed the House without objection, so
shouldn’t get tied up in Washington, D.C. political snares. Thank you for hearing
the merits of the Klamath Basin Emergency Operation and Maintenance Refund Act
of 2001, and I urge the Committee’s speedy approval of it.

At the opposite end from the Klamath Basin of the congressional district that I
represent is yet another community that depends on a reservoir system and healthy
watershed. The most pressing of concerns that face citizens of Wallowa County, Or-
egon right now is the potential disaster that looms from the decaying dam that was
built in 1918. The 35 foot tall concrete dam does not come close to meeting current
dam safety requirements for stability against sliding and overturning, earthquake
resistance, spillway capacity, and outlet tunnel condition. In 1996, the Wallowa
Lake Dam was listed as a high hazard structure by the Oregon Water Resources
Department. A sudden failure and release of water would most certainly result in
loss of life and property as well as severe environmental and economic damage to
the communities that lie downstream. In fact, the dam has been holding water at
a less than the maximum authorized pool level since 1970 when the Oregon Water
Resources Department judged the dam to be a public safety hazard.

Tucked away at the foothills of the Wallowa Mountains, Wallowa Lake provides
800,000 recreational users annually with water for boating, water skiing, swimming
and fishing. The Wallowa Lake Dam also provides irrigation water to 15,000 acres
of prime agricultural land, a potable water supply for the city of Joseph and flood
control to the cities of Joseph, Enterprise and Wallowa. The reservoir also provides
base flows to the Wallowa River and Grande Ronde Rivers preserving and enhanc-
ing riparian habitat, fish stocks, water fowl and overall quality.

The steps that are being taken to ensure the economic vitality as well as the envi-
ronmental enhancement will serve as a model for other rural watersheds in the
west as they begin to rebuild and update their current water management plans.
The four phases of the plan are both complete and thorough, addressing all of the
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components that make for a healthy watershed and surrounding ecosystem, while
helping the community that depends upon it.

When the four phases of the Wallowa Lake Dam Rehabilitation project are com-
pleted in 2006 there will be a community insured from flooding and assuring fish
protection, water conservation, agricultural production, a potable water supply, ESA
listed salmon restoration, fish passages, improved fish and wildlife habitat, hydro-
power energy production, economic stability and continued recreational use. I ap-
plaud the citizens of Wallowa County for coming together to create such a well de-
veloped water management plan that will serve as a blue print for all other commu-
nities to follow.

The citizens of Wallowa County are asking Congress for help to assist them in
implementing these changes. While the cost of is high, the price pales in comparison
to the cost and damage that occurred this last year in the Klamath Basin, not to
mention the aversion of a potential catastrophe that puts residents of Wallowa
County at risk for their lives and livelihoods everday. Like any good proactive meas-
ure taken by congress, the initial cost should save the community and ultimately
the country millions of dollars as well as quite possibly an entire species of fish in
the future.

The Wallowa Lake Dam Rehabilitation and Water Management Act of 2001 fits
with the Bush administration desire to have local communities find solutions to
their local problems. It helps meet the trust obligations to the Nez Perce Tribe. It
helps meet stream flows for federally endangered species. And it brings a feeling
of safety to the people that depend on Wallowa Lake Dam.

Thank you very much, Mr. Chairman, for the opportunity to speak before your
Committee.

Senator JOHNSON. Thank you, Congressman. Thank you, Senator
Bennett. Unless there are any questions from the committee, I
thank you for your leadership and for sharing your views with us.

The next witnesses will represent the administration, the Honor-
able Bennett W. Raley, Assistant Secretary of Water and Science,
Department of the Interior; and Mark A. Limbaugh, Director, Ex-
ternal and Intergovernmental Affairs, Bureau of Reclamation, De-
partment of the Interior.

Welcome.

STATEMENT OF BENNETT RALEY, ASSISTANT SECRETARY,
WATER AND SCIENCE, DEPARTMENT OF THE INTERIOR

Mr. RALEY. Thank you, Mr. Chairman. On behalf of the Depart-
ment, it’s a pleasure to be here. We’re glad to be back in front of
the committee, and thank you and the committee members and
committee staff for the many courtesies you've extended us as
we've worked through issues.

I serve as Assistant Secretary for Water and Science in the De-
partment of the Interior, and I'm here to present the administra-
tion’s views on S. 2475. In light of the fact that Senator Bennett
has ably described the legislation, I would like to proffer my writ-
ten testimony for the record, and, if that’s acceptable, simply con-
clude by saying that, while the administration has a few issues,
we're certain that we can work them out with Senator Bennett and
you and members of the committee so that this legislation could go
forward.

So if I could submit my testimony for the record, I'll save
time——

Senator JOHNSON. Without objection.

Mr. RALEY [continuing]. For the work you've got. Thank you.

[The prepared statement of Mr. Raley follows:]
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PREPARED STATEMENT OF BENNETT RALEY, ASSISTANT SECRETARY,
WATER AND SCIENCE, DEPARTMENT OF THE INTERIOR

My name is Bennett Raley. I serve as the Assistant Secretary—Water and Science
in the Department of the Interior. I appreciate the opportunity to appear before you
to provide views of the Department on S. 2475 which would amend the Central
Utah Project Completion Act. The proposed legislation attempts to clarify the re-
sponsibilities of the Secretary of the Interior with respect to the Central Utah
Project, to redirect unexpended budget authority for the Central Utah Project for
wastewater treatment and reuse and other purposes, to provide for prepayment of
the repayment contract for municipal and industrial water delivery facilities, and
to eliminate a deadline for such prepayment.

The Central Utah Project Completion Act, Titles II-VI of P.L. 102-575, provides
for the completion of the construction of the Central Utah Project (CUP) by the Cen-
tral Utah Water Conservancy District. The Act also authorizes funding for fish,
wildlife, and recreation mitigation and conservation; establishes an account in the
Treasury for deposit of these funds and other contributions; establishes the Utah
Reclamation Mitigation and Conservation Commission to coordinate mitigation and
conservation activities; and provides for the Ute Indian Water Rights Settlement.

The Administration has previously expressed concerns with this legislative pro-
posal, and would like to work with the Chairman and the Committee to modify the
language to include several important amendments, amendments which must be
made in order for us to support the legislation.

In addition, the Department of Justice has indicated that it is examining whether
the bill’s provisions authorizing Central Utah Water Conservancy District to control
assignments of administrative responsibility within the Department of the Interior
raise constitutional difficulties. The Administration is also prepared to work with
the Committee and the Chairman to eliminate any constitutional infirmities.

Section 201(b) of Public Law 102-575 (Act) essentially deauthorized several of the
project features without clarifying how the amounts previously expended in inves-
tigating and planning those projects and features should be dealt with. S. 2475
would clarify that these costs are non-reimbursable and non-returnable, which could
result in a paygo impact.

In addition, amendments to Section 201(e) of S. 2475 provide the Secretary with
sufficient flexibility to continue to utilize the expertise and capability within the Bu-
reau of Reclamation to fulfill her responsibilities under the Act. These provisions au-
thorize a pilot management program within the Bureau of Reclamation. The pilot
management program will provide a mechanism for the Secretary and the District
to create a mutually acceptable management program within the Bureau of Rec-
lamation to assist the Secretary in her responsibilities for the long term manage-
ment of the Bonneville Unit. It is important that the Secretary be given the flexibil-
ity to extend the pilot management program indefinitely. It is also important to clar-
ify that the amendments to this section of the Act, which expand the designation
of authorities which are specifically reserved to the Secretary and may not be dele-
gated to the Bureau, to include aspects of the Colorado River Storage Project Act
(CRSP), are limited to the Bonneville Unit and do not affect other aspects of the
CRSP. Further, the amendments do not affect the Bureau of Reclamation’s and
Western Area Power Administration’s responsibilities regarding all matters relating
to all CRSP power functions including power revenues, power rates, and rate-
making. Therefore, the Administration supports the amendments to Section 201(e)
of the Act.

Over the past several decades the population along the Wasatch front in Utah has
grown dramatically which has resulted in an increased demand for municipal and
industrial water. The last paragraph of Section 202(a)(1)(B) of the Act only provides
for features to deliver irrigation water. S. 2475 includes an amendment to this sec-
tion of the Act to provide the flexibility to construct features that also deliver munic-
ipal and industrial water. The Administration supports this amendment.

The amendments to Section 202(c) of the Act, as proposed in S. 2475, section 1(d),
do not designate a specific amount that would be available for these expanded ac-
tivities, but rather authorizes the entire amount of available ceiling under the other
units of the Central Utah Project to be made available. S. 2475 should be modified
to: (1) limit the amount available under Section 202(c) to a specific amount; (2) de-
authorize the balance of the unexpended budget authority provided for in the other
units of the Central Utah Project; and (3) delete the authorization for Hatchtown
Dam in Garfield County. The Administration does not support the amendments to
Section 202(c) of the Act unless these changes can be incorporated into the amend-
ments. We would appreciate the opportunity to work with the sponsors of the legis-
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lation, the Utah delegation, and the Congressional committees to modify the amend-
ments to Section 202(c) such that they would be acceptable to all parties.

The Administration supports the amendments to Section 210 of the Act as pro-
posed in Section 1(e) of S. 2475.

Again, Mr. Chairman, if the changes recommended above are made, the Adminis-
flration would support S. 2475. I would be happy to answer any questions you may

ave.

Senator JOHNSON. Are there any questions from the committee?

Senator DOMENICI. I was just going to comment that with that
kind of conduct, we’ll be nice to him forever.

[Laughter.]

Senator JOHNSON. I think your brevity has won friends on the
subcommittee.

Mr. RALEY. Senator, may I have that in writing?

[Laughter.]

Senator JOHNSON. I’'m not sure the gratitude can be banked, but
it’s here for today.

[Laughter.]

Mr. RALEY. And, Senator, if you will excuse me, my colleague is
going to testify as to the rest of the legislation on

Senator JOHNSON. Very good.

Mr. RALEY [continuing]. But I did—given that this is a hearing,
I wanted to come and tell you how glad you’re up and running.

Senator JOHNSON. Very good.

Mr. Limbaugh.

STATEMENT OF MARK A. LIMBAUGH, DIRECTOR, EXTERNAL
AND INTERGOVERNMENTAL AFFAIRS, BUREAU OF REC-
LAMATION

Mr. LiMBAUGH. The last comment is foreboding to me, as I have
six bills to testify on, so I'll try to be brief.

My name is Mark Limbaugh. I'm the Director of External and
Intergovernmental Affairs for the Bureau of Reclamation here in
Washington, D.C., and I'm pleased to be here to represent the De-
partment on these bills.

I'll just go down the list here and give our comments, if that’s
okay, Mr. Chairman, and submit all of my written comments for
the record.

Senator JOHNSON. Very good.

Mr. LIMBAUGH. S. 1310 and H.R. 1870, concerning the Fallon
Rail Freight Loading Facility Transfer. The House passed H.R.
1870 and referred to the Senator, and it’s nearly identical to S.
1310, so both of these bills, I will speak to simultaneously. It’s
about the sale of the—of 6.3 acres of real property within the
Newlands Project in Nevada to the city of Fallon, Nevada. The De-
partment supports the proposed conveyance, and would support S.
1310 with a suggested amendment. The Department does support
H.R. 1870, as passed by the House and referred to the Senate.

An important provision of H.R. 1870 requires the city of Fallon
to pay for the appraisal of the property, and we encourage that the
committee—to amend S. 1310 to adopt this language that appears
in Section (b)(1)(A) of H.R. 1870, as passed by the House.

This concludes my statement on S. 1310 and H.R. 1870.

On S. 1385 and H.R. 2115, the Lakehaven Washington Reuse
Project. Although there are a few drafting differences between S.
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1385 and H.R. 2115, my comments will be applicable to both bills,
as they are presented.

While the Department strongly encourages local water recycling
efforts, we must oppose authorizing this additional Federal recy-
cling project. Both bills authorize the Secretary of the Interior to
participate in the design, planning, and construction of and land
acquisition for the Lakehaven Water Reclamation Project in the
State of Washington.

Title 16 and subsequent amendments authorized the construction
of 25 reclamation reuse projects and also authorize the Secretary
to undertake a program to identify wastewater recycling opportuni-
ties and conduct appraisal level and feasibility studies in analyzing
the viability of these future projects.

Today, Congress has provided funding to design, plan, or con-
struct 19 of the 25 authorized projects under title 16. In addition,
under the general authority of title 16, funding has been provided
to identify and investigate, at the appraisal or feasibility level,
eight potential water recycling projects and to conduct three re-
search and demonstration projects.

While we recognize the value of wastewater reuse efforts and
how it can assist States and local communities in solving tem-
porary water-supply problems, the Department opposes authorizing
an additional construction project without requiring feasibility
studies to determine whether these particular projects warrant
Federal funding.

In general, reclamation places priority on funding new projects
that are economically justified and environmentally acceptable in a
watershed are not eligible for funding under another Federal pro-
gram and directly address administrative priorities for reclamation
programs, such as reducing the demand on existing Federal water-
supply facilities.

The Department also imposes enactment of this legislation be-
cause authorizing new construction projects is likely to place an ad-
ditional burden on Reclamation’s already tight budget. Today, Rec-
lamation has been able to provide full funding for only four of the
reclamation and reuse projects presently authorized under title 16.
At current funding levels, Reclamation will be able to complete
funding for the 25 currently authorized projects in 10 years.

Finally, the Department opposes enactment of provisions in the
bills that authorize land acquisition prior to the completion of the
feasibility study. In the Department’s view, Federal contributions
for a land acquisition should await the outcome of such a study.
For these reasons, the Department cannot support authorizing the
new construction request.

This concludes my testimony on those bills, sir.

Mr. Chairman, the next bills are S. 1824 and H.R. 2828 concern-
ing the Klamath Project O&M reimbursement. The bill authorizes
refunds of amounts collected from Klamath Project irrigation and
drainage districts for operation and maintenance of the projects
transferred and reserved works for the year—water year of 2001,
and also authorizes the Secretary to waive requirements that the
districts pay additional O&M charges for 2001. Inasmuch as S.
11)82}411 l;?rllld H.R. 2828 are nearly identical, my comments will address

oth bills.
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The troublesome series of events that occurred last year in the
Klamath Basin were a reminder of the cyclical nature of droughts
in the West and the increasing demands for a finite amount of
water. Reclamation has worked hard to counter the financial dif-
ficulties suffered by the irrigators, their families, and the commu-
nity as a whole.

The Department of the Interior responded quickly last year and
continues to play an integral role in finding workable, long-term so-
lutions for that region. In fact, this past March, the President es-
tablished the Klamath River Basin Federal Working Group, which
is chaired by Secretary of the Interior, Gail Norton. The working
group has since undertaken immediate and long-term actions to ad-
dress complex, economic, and natural resource issues in the Basin.

In addition to the administration’s efforts, the region’s congres-
sional delegation, including Senators Ron Wyden, Senator Gordon
Smith, along with Congressman Greg Walden, were instrumental
in the passage of legislation authorizing financial assistance to
Klamath Basin water usage.

While we all hope this situation will never repeat itself, cyclical
drought conditions pose a considerable challenge in the arid West,
where we must manage water for endangered species, fulfill our
Native American trust responsibilities, and meet the needs of
irrigators and other water users. The Department recognizes the
unfortunate plight of the water-supply contract holders of the
Klamath Project, however we do have some concerns about the
lollllg-term policy and cost ramifications these bills may unintention-
ally set.

The fundamental principles of reclamation have always included
fulfilling our commitments and delivering water to our contractors.
The corresponding commitment of the water users to help maintain
this infrastructure, in good times and in bad, is essential to the
success of our programs, and we do not want to minimize that obli-
gation.

Regardless of how much water is delivered to our projects in the
West, maintenance of facilities must continue if they are to remain
functional for future deliveries over the long term, such as with the
Klamath Project today. I have no doubt the administration and
Congress will, where appropriate, treat others affected by droughts
and endangered-species issues with the same passion as they have
with the Klamath contractors. The Department values its working
relationship with our Klamath Project water users and is commit-
ted to working through the complex issues all of us face in that re-
gion.

Reclamation and the Department stands ready to work with Sen-
ator Wyden, Senator Smith, and other members of this subcommit-
{:ee to find mutually acceptable solutions to Klamath Basin prob-
ems.

This concludes my testimony on that bill.

The next bill, S. 1883, Wallowa Lake Dam. While we believe
there are merits to the proposed program, the Wallowa Lake Dam
Rehabilitation and Water Management Program in Oregon, the De-
partment does not support S. 1883.

Wallowa Lake Dam is a privately-owned dam constructed in
1918 and raised in 1929 and is owned and operated by the Associ-
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ated Ditch Companies, Inc., or ADC. The U.S. Army Corps of Engi-
neers and the Oregon Resource Department have identified the
dam-safety deficiencies of the Wallowa Lake Dam. ADC, in con-
junction with the Grand Ronde Model Watershed Council, and
working with Reclamation and other local, State, and Federal
agencies, developed the Wallowa Lake Dam Rehabilitation and
Water Management Program to address these dam-safety defi-
ciencies.

Reclamation itself has an inventory of aging dams and the re-
sponsibility to ensure the safety and reliability of Reclamation
dams to protect the downstream public. Dam safety is one of Rec-
lamation’s highest priorities.

I would like to give you a sense of the scope of our dam-safety
responsibilities. The Bureau has reservoirs impounded by 457
dams and dikes. Of these structures, 362 dams located at 252 dif-
ferent project facilities would likely cause loss of life if they were
to fail. Approximately 50 percent of Reclamation’s dams were built
between 1900 and 1950, and about 90 percent of the dams were
built before currently-used state-of-the-art design-and-construction
practices. Aging Reclamation-owned dams, which lack state-of-the-
art structural-reliability features, require Reclamation to conduct
extensive ongoing risk-management activities to assure safety and
performance of these dams and protect the public from unreason-
able risks.

While we fully understand the importance of ensuring the safety
of Wallowa Lake Dam, the dam is not a Federal project. It is pri-
vately owned and operated and falls under the Dam Safety Pro-
gram of the Oregon Department of Water Resources. Reclamation
believes that the Wallowa Lake Dam and Rehabilitation and Water
Management Program is worthwhile, with potentially numerous
benefits; however, we are concerned about the proposed Federal
role in this project. Despite the very high Federal cost share for the
project, there is no—currently no Federal interest in the dam, and
none provided by the bill. Moreover, there is no provision for repay-
ment by project beneficiaries, in accordance with existing Reclama-
tion law.

We are also concerned that Reclamation participation in this
project would adversely impact ongoing projects and operations.
Reclamation funds should be targeted to perform essential func-
tions at our own Federal projects, including security at BOR dams
and reservoirs, facility operations and maintenance, resource man-
agement, Reclamation dam-safety activities, and authorized con-
struction activities.

This concludes my testimony on S. 1883.

My next testimony is on S. 1999 concerning the authorization of
the Mni Wiconi Rural Water Supply Project. S. 1999 would in-
crease the authorization ceilings for the project and extend the
time period for which appropriations are authorized. Since the
project cannot be completed unless these changes are made, the
Department supports enactment of S. 1999.

The Mni Wiconi Rural Water Supply Project was authorized in
1988 and was expanded in 1994. The authorizations intended con-
struction to be completed within 10 years, and appropriations were
authorized through 2003. However, annual appropriations have
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been insufficient to complete construction on the project within the
time frame originally planned in the final engineering report.

Mr. Chairman and members of the subcommittee, the adminis-
tration is firmly committed to completing the Mni Wiconi Rural
Water Supply Project, and supports the passage of S. 1999.

Finally, Mr. Chairman, Id like to provide comments on H.R. 706,
the transfer of Elephant Butte Lease Lot Conveyance Act. H.R. 706
provides for the transfer and disposal of 403 residential lease lots
located on Federal properties at Elephant Butte and Caballo Res-
ervoirs near Truth or Consequences, New Mexico.

In the late 1940’s, small quarter-acre and half-acre lots along the
shoreline of these reservoirs were made available for the public to
lease and occupy on a short-term basis. Over time, permanent
structures and other improvements have replaced initial short-term
recreational facilities, and many of the structures now are used as
full-time residences.

The Department supports efforts to convey certain Reclamation
lands and facilities to private entities; in particular, those that are
no longer necessary for managing either the dam or the recreation
areas and supports H.R. 706, as passed by the House of Represent-
atives in March 19, 2002, and referred to the Senate.

Mr. Chairman, members of the subcommittee, thank you very
much for the time. I conclude my time on the six bills that we had
]}olefore us today, and I'd certainly stand for any questions you may

ave.

[The prepared statements of Mr. Limbaugh on the preceding bills
follow:]

PREPARED STATEMENTS OF MARK A. LIMBAUGH, DIRECTOR, EXTERNAL AND
INTERGOVERNMENTAL AFFAIRS, BUREAU OF RECLAMATION

S. 1310/H.R. 1870

I am Mark A. Limbaugh, Director of External and Intergovernmental Affairs for
the Bureau of Reclamation (Reclamation). I am pleased to present the views of the
Department of the Interior on S. 1310 and H.R. 1870, concerning the Fallon Rail
Freight Loading Facility Transfer. H.R. 1870, as passed by the House and referred
in the Senate, is nearly identical to S. 1310. Both bills provide for the sale of about
6.3 acres of real property within the Newlands Project, Nevada (acquired in 1920
by the United States government), to the city of Fallon, Nevada. The Department
supports the proposed conveyance, and would support S. 1310 with the amendment
suggested below. The Department supports H.R. 1870, as passed by the House and
referred in the Senate.

The House Resources Subcommittee on Water and Power held a hearing on H.R.
1870, as introduced, on December 10, 2001 (a copy of our statement is attached for
the record).! The Department did not support the bill as introduced, and rec-
ommended specific amendments to provisions on credit of sale proceeds, appraisal,
and liability. Subsequently, the House subcommittee adopted these amendments. An
important provision in H.R. 1870, suggested by the Department, requires the city
of Fallon to pay for the appraisal of the property.2 We encourage the Committee to
amend S. 1310 to adopt this language, which appears in Sec. (b)(1)(A) of H.R. 1870,
as passed by the House of March 2, 2002, and referred to the Senate.

S. 1385/H.R. 2115

I am pleased to present the views of the Department of the Interior (Department)
on S. 1385 and H.R. 2115, concerning the Lakehaven water reclamation project in
the state of Washington. Although there are a few drafting differences between S.

1The statements have been retained in subcommittee files.
2Sec. (b)(1)(A) of H.R. 1870 (RFS), concerning the appraisal of the property, adds the phrase
“and paid for by the city of Fallon, Nevada”.
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1385 and H.R. 2115, the bills are effectively identical, and therefore, my statement
is applicable to both bills. The Department previously submitted its views on H.R.
2115 to the House Resources Committee, by letter of October 22, 2001 (a copy of
which is attached for the record). The Department opposes both bills.

S. 1385 and H.R. 2115 both authorize the Secretary of the Interior (Secretary) to
participate in the design, planning, and construction of, and land acquisition for, the
Lakehaven water reclamation project in the state of Washington. S. 1385 and H.R.
2115 limit the Federal share of project costs to 25 percent of the total costs and re-
strict the Secretary from providing funding for the operation and maintenance of
this project. While the Department strongly encourages local water recycling efforts,
we must oppose authorizing this additional Federal recycling project for the reasons
described below.

In 1992, Congress adopted, and the President signed, the Reclamation Projects
Authorization and Adjustment Act (Public Law 102-575). Title XVI of this Act, the
Reclamation Wastewater and Groundwater Study and Facilities Act, authorized the
construction of five water reclamation and reuse projects. Four of these projects are
in California and the fifth is in Arizona. The Secretary also was authorized to un-
dertake a program to identify other water recycling opportunities throughout the 17
western United States, and to conduct appraisal level and feasibility level studies
to determine if those opportunities are worthy of implementation. In addition, the
Secretary was authorized to conduct research and to construct, operate, and main-
tain demonstration projects. The Bureau of Reclamation has been administering a
grant program to fund these Title XVI activities since FY 1994.

In 1996, Public Law 104-266, the Reclamation Recycling and Water Conservation
Act, was enacted. This Act amended Title XVI and authorized the Secretary to par-
ticipate in the planning, design, and construction of 18 additional projects, including
two desalination research and development projects. These new projects are distrib-
uted within five states, including California, Nevada, Utah, Texas, and New Mexico.
Title XVI of P.L. 102-575 was further amended in 1998 by Public Law 105-321, to
authorize a project in Salem, Oregon. Finally, Title XVI was amended twice in 2000,
first by Public Law 106-544, to authorize a project in Sparks, Nevada, and then by
Public Law 106-566, which provided the Secretary with general authority to conduct
planning studies in the State of Hawaii. To date, Congress has provided funding to
plan or construct 19 of these 25 specifically authorized projects. In addition, under
the general authority of Title XVI, funding has been provided to identify and inves-
tigate, at the appraisal or feasibility level, eight potential water recycling projects,
and to conduct three research and demonstration projects.

Municipal, industrial, domestic, and agricultural wastewater reuse efforts can as-
sist states and local communities in solving contemporary water supply problems.
However, the Department opposes authorizing additional construction projects in
the absence of feasibility studies to determine whether these particular projects
warrant Federal funding. In general, Reclamation places priority on funding new
projects that: (1) are economically justified and environmentally acceptable in a wa-
tershed context; (2) are not eligible for funding under another Federal program; and
(3) directly address Administration priorities for the Reclamation program, such as
reducing the demand on existing Federal water supply facilities.

The Department also opposes enactment of this legislation because authorizing
new construction projects is likely to place an additional burden on Reclamation’s
already tight budget. To date, Reclamation has been unable to provide the full au-
thorized funding amounts for all but four of the water reclamation and reuse
projects presently authorized by Title XVI. At current funding levels, it will take
Reclamation more than 10 years to complete funding of the 25 currently authorized
projects.

Finally, the Department opposes enactment of the provision in S. 1385 and H.R.
2115 authorizing land acquisition prior to completion of a feasibility study. Federal
contributions for land acquisition should await the outcome of a feasibility study.

For these reasons, the Department cannot support authorizing this new construc-
tion request.

S. 1824/ H.R. 2828

I am pleased to present the views of the Department of Interior (Department) on
S. 1824 and H.R. 2828, concerning refunds of amounts collected from Klamath
Project irrigation and drainage districts for operation and maintenance of the
Project’s transferred and reserved works for water year 2001. The bill also author-
izes the Secretary of the Interior to waive requirements that the districts pay addi-
tional operation and maintenance (O&M) charges for the remainder of 2001. In as
much as the bills are nearly identical, my comments will address both bills.
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As much as the Department can sympathize with the unfortunate plight of the
water supply contract holders in the Klamath Project, we do have some concerns
about the long-term policy and cost ramifications these bills may unintentionally
set.

The troublesome series of events that occurred last year in the Klamath Basin
were a reminder of the cyclical nature of droughts in the West and the increasing
demands for a finite amount of water. The financial difficulties suffered by the
irrigators, their families, and the community as a whole is something Reclamation
has worked hard to counter. The Department responded quickly last year and con-
tinues to play an integral role in finding workable long-term solutions for that re-
gion.

In March 2002, the President established the Klamath River Basin Federal Work-
ing Group, which is chaired by Interior Secretary Norton and includes Commerce
Secretary Evans, Agriculture Secretary Veneman and CEQ Chairman Connaughton.
The Working Group has since undertaken immediate and long-term actions to ad-
dress the complex economic and natural resource issues in the basin. For instance,
the Working Group announced $1.6 million from the Department of Agriculture
(USDA) to accelerate assistance for water management and water quality actions
on Forest Service land. The Department accelerated the construction schedule on
screening of the A canal, and anticipates finishing construction in April 2003. Rec-
lamation announced two significant restoration projects that will add water to a
water bank. These projects involved partnerships with The Nature Conservancy and
The Rangeland Trust. The Administration is considering additional water quality
and water quantity measures and is considering reprogramming of Reclamation
funds to accelerate water conservation and habitat restoration projects in the Klam-
ath River Basin. Also, the USDA provided $20 million to help affected farming fami-
lies.

In addition to these Administration efforts, the region’s congressional delegation,
including Senator Gordon Smith and Congressman Greg Walden, were instrumental
in passing a potent conservation title in the Farm Bill, also strongly supported by
the Administration, which included $50 million specifically for Klamath farmers and
ranchers to pursue conservation measures. The Klamath community may also be
able to qualify for some of the large funding increases for the Environmental Qual-
ity Incentives Program (EQIP), Wetlands Reserve Program (WRP), and Conserva-
tion Reserve Program (CRP) authorized in the Farm Bill.

While we all hope that this situation will never repeat itself, cyclical drought con-
ditions pose a considerable challenge in the arid West, where we must manage
water for endangered species, fulfill our trust responsibilities to Native Americans,
and meet the needs of irrigators and other water users. Although what happened
in the Klamath Basin was an extraordinary example of drought and Endangered
Species Act (ESA) conditions hampering water deliveries for contract customers, this
is not the first example, nor will it be the last. Over the years, there have been
countless examples of when contractors were unable to get their full contract allot-
ment of water due to drought or environmental demands. Nonetheless, O&M costs
were incurred and the contractors paid their share.

Regardless of how much water is delivered, maintenance of facilities must con-
tinue if they are to remain functional. As Reclamation enters the dawn of its second
century, it is important that we not shed the tenets of our success from our first
100 years. The fundamental principles of Reclamation have always included fulfill-
ing our contractual commitments and delivering water to our contractors in the arid
West. The corresponding contractual commitment of the water users to help main-
tain this infrastructure, in good times and bad, is essential to the success of the pro-
gram.

The Department recognizes the hardships experienced by Klamath area residents.
It is also keenly aware of the severe drought conditions playing out across the West.
Reclamation also recognizes it will have additional water management challenges
in the future. I have no doubt that the Administration and Congress will act with
the same passion with other affected parties, where appropriate, as they did with
Klamath customers. What we must not do is give cause to those persistent critics
of Reclamation programs that allege the beneficiaries of our programs do not pay
their fair share, even in the most difficult of times. That is why the Department
has some serious concerns about the long-term policy and cost ramifications that
these bills may unintentionally set. For example, applying the logic of these bills
to all such situations could cost Federal taxpayers many millions of dollars per year
in lost O&M payments. Every year there are water contractors who do not receive
the full amount of water for which they have contracted, due to drought, ESA con-
cerns, or over-allocation of scarce water. Nevertheless, if those contractors want to
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ensure future deliveries, they must help maintain the facilities that make those de-
liveries possible.

The Department values its working relationship with our Klamath Project cus-
tomers and is committed to working through the complex issues all of us face in
that region. Reclamation stands ready to work with Senator Smith and other mem-
bers of this Subcommittee to find a mutually acceptable solution for the Klamath
Project customers.

I appreciate the opportunity to comment on S. 1824 and H.R. 2828 and I would
be happy to stand for questions.

S. 1883

I am pleased to present the views of the Department of the Interior on S. 1883,
a bill that would authorize Reclamation to participate in the Wallowa Lake Dam
Rehabilitation and Water Management Program in Oregon.

While we believe there are merits to the proposed program, the Department does
not support S. 1883.

Wallowa Lake Dam is a privately-owned dam constructed in 1918 and raised in
1929, and is owned and operated by the Associated Ditch Companies, Inc. (ADC).
Dam safety deficiencies have been identified by the U.S. Army Corps of Engineers
and Oregon Water Resources Department. ADC, in conjunction with the Grande
Ronde Model Watershed Council, Reclamation, and other local, state, and Federal
agencies, developed the Wallowa Lake Dam Rehabilitation and Water Management
Program to address dam safety deficiencies and to tie correction of those deficiencies
to larger environmental issues in the Wallowa River Basin.

The Wallowa Lake Dam Rehabilitation and Water Management Program is pro-
posed to begin in FY 2002 and continue through FY 2007, at an estimated total cost
of $38,800,000. S. 1883 sets out an 80/20 cost share for this Program, under which
iche federal government would pay $32 million funded through the Bureau of Rec-
amation.

Reclamation itself has an inventory of aging dams—and the responsibility to en-
sure the safety and reliability of Reclamation dams to protect the downstream pub-
lic. Dam safety is one of Reclamation’s highest priorities. I would like to give you
a sense of the scope of our dam safety responsibilities: the Bureau has reservoirs
impounded by 457 dams and dikes. Of these structures, 362 dams and dikes, located
at 252 different project facilities, would likely cause loss of life if they were to fail.
Approximately 50 percent of Reclamation’s dams were built between 1900 and 1950,
and about 90 percent of the dams were built before currently-used state of the art
design and construction practices. Aging Reclamation-owned dams, which lack state-
of-the-art structural reliability features, require Reclamation to conduct extensive
ongoing risk management activities to assure safe dam performance and protect the
public from unreasonable risk.

While we fully understand the importance of ensuring the safety of Wallowa Lake
Dam, this dam is not a federal project. It is privately owned and operated, and falls
under a dam safety program of the Oregon Department of Water Resources. Rec-
lamation believes the Wallowa Lake Dam Rehabilitation and Water Management
Program is worthwhile, with potentially numerous benefits; however we are con-
cerned about the proposed federal role in this project. Despite the very high federal
cost share for the project, under S. 1883 there is currently no federal interest in the
dam, and none is provided by the bill; moreover, there is no provision for repayment
by project beneficiaries in accordance with reclamation law.

We are also concerned that Reclamation’s participation in this program would ad-
versely impact ongoing projects and operations. S. 1883 would authorize the use of
Reclamation funds for a non-Federal purpose. Reclamation funds must be targeted
to perform essential functions at our federal projects, such as security at BOR dams
and reservoirs, operations and maintenance (O&M), resource management, dam
safety, or construction. The Department cannot, therefore, support S. 1883.

S. 1999

I am pleased to present the views of the Department of the Interior on S. 1999,
concerning authorization of the Mni Wiconi Rural Water Supply Project. This
Project serves the Pine Ridge, Rosebud, and Lower Brule Indian Reservations and
seven counties in southwestern South Dakota. S. 1999 would increase the authoriza-
tion ceiling for the Project and extend by five (5) years the time period for which
appropriations are authorized. Since the Project cannot be completed unless these
changes are made, the Department supports enactment of S. 1999.

The Mni Wiconi Rural Water Supply Project was authorized in 1988 (P.L. 100-
516) and included the Oglala Sioux Rural Water System, the Oglala Sioux Core Sys-
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tem, the West River Rural Water System, and the Lyman-Jones Rural Water Sys-
tem. The Mni Wiconi Project was expanded in 1994 (P.L. 103-434, Title VIII) to in-
clude the Rosebud Sioux and Lower Brule Sioux Rural Water Systems.

The authorizations intended construction to be completed within 10 years, and ap-
propriations were authorized through 2003. However, annual appropriations have
been insufficient to complete construction on the Project within the time-frame origi-
nally planned in the Final Engineering Report.

S. 1999 extends to the year 2008 the authorization for appropriations to complete
the project. The bill also increases the authorized ceiling by $58.8 million to cover
expenses that were not identified until after the sponsors (the Oglala, Rosebud and
Lower Brule Sioux Tribes and West River/Lyman-Jones Rural Water Systems) re-
leased their Final Engineering Report, plus estimated administrative costs related
to the extension from 2003 to 2008.

Mr. Chairman, the Administration is firmly committed to completing the Mni
Wiconi Rural Water Supply Project. If S. 1999 is not enacted, the authority for ap-
propriations will expire in 2003; Project construction would be shut down and the
full benefits of the Project would not be realized. Only a portion of the Project popu-
lation would be served water. If the expiration date is extended without a cor-
responding increase in the cost ceiling, the project would have to be redesigned to
determine which features could be constructed within the available ceiling. This un-
fortunate prospect may be averted if S. 1999 is enacted, and I reiterate the Depart-
ment’s support for the bill.

H.R. 706

I am pleased to present the views of the Department of the Interior on H.R. 706,
the Elephant Butte Lease Lot Conveyance Act, as passed by the House of Rep-
resentatives and referred to the Senate (RFS). The Department has no objections
to H.R. 706 as passed by the House of Representatives and referred to the Senate
(RFS).

H.R. 706 provides for the transfer and disposal of 403 residential leased lots lo-
cated on federal properties at Elephant Butte and Caballo Reservoirs near Truth
or Consequences, New Mexico. In the late 1940s, small quarter-acre and half-acre
lots along the shoreline of Elephant Butte and Caballo Reservoirs were made avail-
able for the public to lease and occupy on a short-term basis. Individuals were per-
mitted to place tents, campers, or construct temporary structures on the site for the
duration of their stay. Although the original intent of the lease lot program was to
provide lots for part-time recreational use, over time permanent structures and
other improvements have replaced initial recreational facilities with many of the
structures now used as full-time residences.

The Department supports efforts to convey certain Reclamation lands and facili-
ties to private entities—in particular, those that are no longer necessary for manag-
ing either the dam or the recreation areas. However, the Department did not sup-
port H.R. 706 as introduced. In testimony before the House Resources Committee
on December 10, 2001 (a copy of which is attached for the record), we raised several
concerns with H.R. 706 as introduced: for example, the method by which fair market
value would be determined, disposition of proceeds from the sale of the leased lots,
and compliance with applicable laws prerequisite to conveyance.

Reclamation staff subsequently worked with the House Resources Committee to
develop acceptable legislative language. The resulting Amendment in the Nature of
a Substitute, offered by Representative Calvert, addressed our most significant con-
cerns. Ultimately, those changes were adopted and passed by the House of Rep-
resentatives on March 19, 2002, and are reflected in H.R. 706 (RFS).

Thank you for the opportunity to comment on H.R. 706 as passed by the House
of Representatives and referred to the Senate (RFS).

This concludes my statements. I would be happy to answer any questions.

Senator JOHNSON. Thank you, Mr. Limbaugh. I'm advised that
Chairman Dorgan may have several questions to submit for your
response, and that will be forthcoming.

Senator Domenici.

Senator DOMENICI. I have no questions. I just wanted to know
if you know, how long did the lessees, the Government and other
interests, negotiate and work on the issues in the last bill you testi-
fied about on Caballo Lake and Elephant Butte? Do you know how
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many years? I'm sure that Mr. Stagner knows, and he’ll tell us, but
I'm just—

Mr. LiIMBAUGH. Senator—Mr. Chairman and Senator Domenici, I
don’t have any information on the length of time this has been on-
going, but I can get back to you on that, if you desire.

Senator DOMENICI. It’s not that important. We’ll get it for the
record.

Mr. LIMBAUGH. Okay, thank you, sir.

Senator JOHNSON. Senator Wyden, any questions?

Senator WYDEN. Yes, I wanted to ask a couple of questions. Par-
ticularly, let me begin, if I might, on the Klamath Basin legislation,
because it seems to me that this is a perfect example of folks being
penalized. I mean, here you've got a situation where they’re not
getting the product, and they’re not going to get a remedy under
existing contracts.

And we want to work with you. You all have been very coopera-
tive in this whole effort. But my sense is that if they don’t have
a legislative remedy, literally we are going to set a precedent that
says they have no remedy under existing law when they get no
product. In other words, you're talking about setting a precedent
the other way. I'm talking about setting an anti-agriculture, anti-
environmental precedent that’s extraordinarily dangerous. It would
be one thing if they had a remedy under an existing contract. But
they don’t, and I'm just wondering what can we do to work this out
with you, because I think that, absent the Smith-Walden-Wyden
}iegislation here, we're going to be setting an anti-agriculture prece-

ent.

Mr. LiMmBAUGH. Well, Mr. Chairman, Mr. Wyden, I can appre-
ciate your concerns. I believe the Department has shown that they
are very sensitive to the farmers of the Klamath Basin and to agri-
culture, in general, in Oregon there in that part. I certainly think
that the concerns that we have are about Reclamation-wide actions
that—on collecting these O&M costs that would basically set a dif-
ferent expectation, in terms of folks that dont get all of their
water. There are other areas of the country that, while not pre-
cluded from getting water, do not receive a hundred percent of
their supply every single year.

Senator WYDEN. How about zero percent?

Mr. LIMBAUGH. Yeah. Well, and that—zero is an extreme exam-
ple. So, quite possibly, we could work with you to look at the ex-
tenuating circumstances that are

Senator WYDEN. We’d like to do that. I understand your concern
about the precedent, and certainly I can conceive of scenarios
where it could be used as a boondoggle to go out and exploit the
Treasury. But here, we have a situation where, as my colleague
said, our folks didn’t get anything. You have been working closely
with us. This is not a question of that. You have been cooperating
fully with us. I just think, to say, after people get nothing, and
there’s no remedy under contract law—I think we’d be setting a
precedent that’s certainly not what the administration wants to do,
and it would really be an anti-agriculture one.

The only other point on the other bill, with respect to Wallowas—
as you know, the administration has stressed collaborative ap-
proaches. And I credit you for it. I credit the Secretary for it. It
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doesn’t get any more collaborative than the effort that we have
seen in the Wallowa. I mean, these folks have been at the table
doing everything that the President and the Secretary, to their
credit, have been saying is what natural resources policy is all
about.

And it seems to me, if we—again, in the same spirit as the first
piece of legislation—if we can’t work this one out with you, it sends
a really horrendous message throughout our part of the world that,
if you do the heavy lifting, if you do all this collaborative work,
well, shoot, somebody in Washington is just going to come up with
some other reason why you can’t do it.

So I make the same plea on the second bill that I did on the first
bill—that is, just work with us. We know you are sympathetic to
the collaborative effort. It doesn’t get any more collaborative than
this one. And just, by way of your response, as long as you indicate
you’ll work with us, you don’t have to get mauled here as a witness
on this point today. Is that something we can agree on, to work
with you on it some more?

Mr. LiIMBAUGH. Mr. Chairman—or Mr. Wyden, yes, we would ap-
preciate the opportunity to work with you on this.

Senator WYDEN. Right, thank you.

Thank you, Mr. Chairman.

Senator JOHNSON. Senator Smith.

Senator SMITH. Thank you, Mr. Chairman.

Mr. Limbaugh, yesterday in this committee, we passed out a bill
on the Cal-Fed Program of $1.6 billion. It had to do with a lot of
non-Federal projects. And I guess I'm wondering—if endangered-
species issues and larger Federal programs can create a nexus for
that, surely it can for a little dam in Wallowa County.

Mr. LIMBAUGH. Mr. Chairman and Mr. Smith, the Cal-Fed legis-
lation is a different piece of legislation, and

Senator SMITH. No doubt about it. There’s a lot of non-Federal
property in that. And I'm wondering if you support that, the Cal-
Fed Program?

Mr. LIMBAUGH. Mr. Chairman and Senator Smith, I'm not pre-
pared to give the administration’s position on the Cal-Fed Program
at this point. I think it’s been given in several testimonies in the
past, and I'm just not prepared at this point to give you that posi-
tion.

Senator SMITH. Well, we need to work with you on this Wallowa
Dam, because this is something we need to do, because if we need
to help find a Federal nexus, it’s not going to be hard to do that.
If we need to make some provisional changes about doing that.
But, the bottom line, there are tribal issues, there are endangered-
species issues, there’s a whole range of overlay of Federal interests
having to do with Wallowa Dam, and we’ve got to work it out with
you.

So we'll look forward to doing that, and I did owe the comments
of my colleague on Klamath.

Senator JOHNSON. Thank you, Senator. Thank you, Mr.
Limbaugh, and we will

Senator SMITH. Thank you very much.
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Mr. LiMBAUGH. Thank you. Mr. Chairman, if Mr. Dorgan has
questions, do you want me to remain in the audience, or do you
want to submit the——

Senator JOHNSON. We will submit the question to you, and we
appreciate your expeditious review of those questions.

Mr. LIMBAUGH. Okay, no problem. Thank you, Mr. Chairman.

Senator JOHNSON. Thank you.

The next panel consists of Mr. Dan Keppen, executive director of
the Klamath Water Users Association of Klamath Falls, Oregon,;
John Steele, president of the Oglala Sioux Tribe, Pine Ridge, South
Dakota; Jerry Stagner, board member of Elephant Butte/Caballo
Leaseholders Association of El Paso, Texas; Jeff Oveson, director of
the Grande Ronde Model Watershed Program, La Grande, Oregon,;
and Don A. Christiansen, general manager of Central Utah Water
Conservancy District, Orem, Utah. If each of these gentlemen
would come to the witness table——

I'm advised that there is a 15-minute roll-call vote that was
called for just recently. What I want to do is get as much of this
in as possible. And there may even be some juggling that we can
do to not lose any testimony at all, but we do want to be expedi-
tious.

I want to thank each of you. We would encourage each of you to
summarize your statements, if at all possible. Your statements will
be received, in full, in the record.

I will turn first to John Steele, who is president of the Oglala
Sioux Tribe. John has been an extraordinary leader for the Oglala
Sioux and is very well-versed with one of the most important water
projects in all of the Great Plains, and that is the Mni Wiconi
Water Project. Welcome, President Steele.

STATEMENT OF JOHN STEELE, PRESIDENT, OGLALA SIOUX
TRIBE, PINE RIDGE INDIAN RESERVATION

Mr. STEELE. Thank you very much, Senator. I would like to
thank the committee for the hearing on S. 1999. My name is John
Yellowroot Steele. I'm the president of the great Oglala Sioux
Tribe, the land of Red Cloud and Crazy Horse, in the great State
of South Dakota.

I've filed a written formal statement, and I request that be en-
tered into the record.

Senator JOHNSON. Without objection.

Mr. STEELE. The written statement was developed in cooperation
with all four sponsors of the Mni Wiconi Project.

My presence here today is to represent all of the Mni Wiconi
sponsors, all four in South Dakota. These sponsors are the Oglala
Sioux Tribe, West River/Lyman-Jones, Rosebud Sioux Tribe, and
the Lower Brule Sioux Tribe. All four sponsors have contributed to
the written testimony filed with the subcommittee and have joined
us in the audience for this hearing. I would like to acknowledge at
this time Mr. Mike Hurley of the West River/Lyman-Jones sponsor-
ship, and Mr. Jim McCauley of the Lower Brule Sioux Tribe, who
are all seated behind me, and also Mr. Paul Little of the Oglala
Sioux Tribe, legislative liaison for the Mni Wiconi Project.

I would like to thank the chairman and the subcommittee for giv-
ing this matter attention and for providing an opportunity for this
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hearing. I would like to thank the Bureau of Reclamation for their
support for S. 1999. I think it’s a very important bill, and it’s going
to add $58.8 million to the project construction ceiling, bringing the
Federal share to $391 million. It also extends the project comple-
tion date from 2003 to 2008.

I would like to bring to the subcommittee’s attention some of the
important points in the written testimony. First, you should know
that this project has brought the Oglala Lakota people in western
South Dakota together with non-Indian farmers and ranchers in an
endeavor for the common good of our respective peoples. This is the
most significant step toward a better understanding amongst us
since 1889. This was when the Great Sioux Reservation created by
the Treaty of 1868, was divided into smaller reservations to make
room for non-Indian settlers. The Lakota leaders and membership
have gained respect for the people served by the West River/
Lyman-Jones, and we feel that they have gained respect for our ca-
pabilities and desire to improve the quality of life in this part of
South Dakota for everyone. I'd like to thank Mr. Hurley, of West
River/Lyman-Jones, for his efforts in this respect.

The subcommittee should also know that the improvement in the
quality of life on Pine Ridge Reservations and other reservations
over the project is a necessity. On my reservation, the per-capita
income is the lowest in the Nation, less than $4,000 annually. A
large majority of the population falls below the poverty level. This
poverty is reflected in the quality of our infrastructure and the op-
portunity for future economic development. Opportunities are lim-
ited or nonexistent. This project is one of several building blocks
that must be placed before our people can progress. This is an es-
sential building block.

In this building, in this city, and across the Nation, most people
take for granted the availability of good water. This is not the case
in Pine Ridge until this project began, and it will not be the case
in Pine Ridge until this project is completed.

I can show you that most housing on Pine Ridge is well below
standard. I can also show you plastic containers of all types around
and inside these homes that are used to haul water and store
water for drinking, cooking, and bathing. This project is changing
the circumstances. Many people can now use the plumbing in their
homes to deliver safe, clean water.

The consequences of poverty and the historic absence of safe
water on Pine Ridge are deep. Water-related diseases have been a
significant problem. Impetigo, shigellosis, hepatitis, gastroenteritis,
and others are not as prevalent in our population because water
from the project is being delivered. There has not been a hepatitis
outbreak since the project was initiated on the reservation. These
are very significant.

I'm deeply concerned about other diseases associated with pov-
erty. Our staff has examined mortality rates for heart disease, can-
cer, and diabetes. The findings are deplorable. I am informed that
the discounted future health care costs for these three prominent
diseases will be between $.8 and $1.6 billion above the costs typical
of the population with normal incidents of these diseases over the
next 50 years. These are extra costs, not total costs.
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I relate these findings to inform the subcommittee that, while the
Mni Wiconi Project cannot provide a full answer to these diseases
and that the excessive Federal costs for health care associated with
these diseases, the Mni Wiconi Project is a step in the right direc-
tion. It will provide an essential foundation for improved earnings
and employment, which, in turn, will lower the rate of the inci-
dents and mortality associated with these diseases.

In closing the support of the subcommittee for S. 1999 will be
greatly appreciate by all the sponsors in this invaluable project.

I thank you. And I apologize, as I have a plane to catch, Honor-
able Senators. I'll be happy to answer any questions.

[The prepared statement of Mr. Steele follows:]

PREPARED STATEMENT OF JOHN STEELE, PRESIDENT, OGLALA SIOUX TRIBE,
PINE RIDGE INDIAN RESERVATION

This testimony has been developed conjunctively and is offered on behalf of the
Oglala Sioux Tribe, West River/Lyman-Jones, Inc., the Rosebud Sioux Tribe and the
Lower Brule Sioux Tribe, the four beneficiaries and sponsors of the Mni Wiconi
Rural Water Supply System in southwestern South Dakota. S. 1999, a re-authoriza-
tion of the Mni Wiconi Project, will increase project funding by $58.8 million (Octo-
ber 1997 dollars) and extend the completion of the project to 2008. The sponsors,
individually and collectively, support S. 1999 and seek support by the Subcommit-
tee.

BACKGROUND

The Mni Wiconi Project Act of 1988 (Public Law 100-516) authorized and directed
the Secretary of the Interior to construct the Mni Wiconi Rural Water Supply
Project to provide a safe and adequate municipal, rural, and industrial water supply
to both Indian and non-Indian residents of South Dakota. Initially, the Project in-
cluded the Oglala Sioux Rural Water Supply System (OSRWSS), the West River
Rural Water System, and the Lyman-Jones Rural Water System. In 1994, the West
River and the Lyman-Jones Systems were merged into one system, known as the
West River/Lyman-Jones Rural Water System. The Mni Wiconi Act Amendments of
1994 (Public Law 103-434, Title 8) added construction of the Rosebud Sioux and the
Lower Brule Sioux Rural Water Systems to serve the respective reservations, there-
by increasing the number of Project “sponsors” to four. The amendments also raised
the authorized appropriation ceiling for the Project from $87.5 to $263.2 million,
subject to cost indexing, and provided that the systems would generally be con-
structed in accordance with the Project’s Final Engineering Report, dated May 1993.

The overall Project includes a water treatment plant, 4,500 miles of pipeline, 60
booster pump stations, and 35 water storage reservoirs. The Project will ultimately
serve more than 52,000 people, including more than 40,000 on the three Indian res-
ervations.

CURRENT STATUS OF CONSTRUCTION AND FUNDING

The following is the average federal funding need to complete the project in FY
2008. Figure 11 shows the location of the project and the current status of construc-
tion.

Total Federal Required .........cccccooiiiiieniiniieniieeiieeieeee e $391,091,000
Federal Spent Through FY 2002 ........cccccooiiiiiiiiiiiiieieieeieeen $213,384,726
G0 SPENE ittt ettt ettt sttt et e e e b e sbeeaaeeas 54.56%
Amount Remaining ........cccccceeveieierierieieieieeee st $177,706,275
Average Required for FY 2008 Finish ......ccccccevviiiiinniiiiiienieen. $ 29,617,712

The Project has a total estimated cost (October 2001 dollars) of $411 million. Fed-
eral funding requirements for the project are $391 million, including the $58.8 mil-
lion proposed by S. 1999. The total amount spent from federal funds is $213.4 mil-
lion, 54.56% of the total federal requirement. Most non-federal funds for the project
have already been expended. The amount remaining in federal funds to complete
the project is $177.7 million, which will require an average annual appropriation

1Figure 1 has been retained in subcommittee files.
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through FY 2008 of $29.6 million. If cost indexing at 8% is taken into account be-
tween FY 2002 and FY 2008, the average indexed funding requirement is $34.9 mil-
lion annually.

The sponsors are extremely pleased to report to the Subcommittee that the
OSRWSS water treatment plant on the Missouri River near Fort Pierre, South Da-
kota, is fully operational and will deliver treated water on a sustained and depend-
able basis during FY 2002 and thereafter. Large diameter OSRWSS core pipelines
(24 inch) will have been constructed by the end calendar year 2002 to Vivian and
Murdo, over a distance of 100 miles. The completion of these critical segments of
the core pipeline permits the Lower Brule Sioux Tribe to interconnect at Vivian and
deliver water immediately to large areas of West River/Lyman-Jones. Over a period
of several years, Lower Brule will complete its core system into the Reservation. The
completion of the OSRWSS core pipeline to Murdo permits the Rosebud Sioux Tribe
and other parts of West River/Lyman-Jones to interconnect at that location. Over
50% of the design population will have access to Missouri River water from the
OSRWSS core pipelines at the 2002 level of completion.

The project now has the most significant project components completed and can
conclude the project in a timely manner given amendment of the project ceiling as
proposed by S. 1999 and adequate appropriations in fiscal years 2003 through 2008.
The degree of poverty and need for improvement of drinking water are set forth in
greater detail in section 3 of this statement and underscore the importance of this
project.

Attention is directed to the fact that the Pine Ridge Indian Reservation and the
western portion of the West River/Lyman-Jones service areas are the furthest from
the water treatment plant on the Missouri River. These areas will be served last,
and it is crucial that the project is funded adequately and timely to serve the re-
maining 50% of the project design population over the next six years (Figure 1).

UNIQUE NEEDS OF THIS PROJECT

This project covers much of the area of western South Dakota that was formerly
the Great Sioux Reservation established by the Treaty of 1868. Since the separation
of the Reservation in 1889 into smaller, more isolated reservations, including Pine
Ridge, Rosebud and Lower Brule, tensions between the Indian population and the
non-Indian settlers on former Great Sioux lands has been high with little easing by
successive generations. The Mni Wiconi Project is perhaps the most significant op-
portunity in more than a century to bring the sharply diverse cultures of the two
societies together for a common good. Much progress has been made due to the good
faith and genuine efforts of both the Indian and non-Indian sponsors. The project
is an historic basis for renewed hope, dignity and improvement in quality of life
among the Indian people. It has been a basis for substantive improvement in rela-
tionships.

The project beneficiaries, particularly the three Indian Reservations, have the
lowest income levels in the Nation. The health risks to the Indian people from
drinking unsafe water are compounded by reductions in health programs. It is re-
spectfully submitted that the project is unique and that no other project in the Na-
tion has greater human needs. Poverty in the Indian service areas is consistently
deeper than elsewhere in the Nation. Health effects of water borne diseases are con-
sistently more prevalent than elsewhere in the Nation, due in part to (1) lack of
adequate water in the home and (2) poor water quality where water is available.
Higher incidences of impetigo, gastroenteritis, shigellosis, scabies and hepatitis-A
are well documented on the Indian reservations of the Mni Wiconi Project area al-
though improvements have been noted since the initial delivery of good water begin-
ning in 1994. At the beginning of the third millennium one cannot find a region in
our Nation in which social and economic conditions are as deplorable. These cir-
cumstances are summarized in Table 1. Mni Wiconi builds the dignity of many, not
only through improvement of drinking water, but also through direct employment
and increased earnings during planning, construction, operation and maintenance
and from economic enterprises supplied with project water. The Subcommittee is
urged to consider the need for creating jobs and improving the quality of life on the
Pine Ridge and other Indian reservations of the project area.
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Table 1.—1990 BUREAU OF CENSUS ECONOMIC STATISTICS *

Per Capita Families
Below Poverty Level
Indian Reservation/State
Income Percent Unem}()(lzgrment

Pine Ridge (Shannon County) .........ccccceevennnn.. $ 3,029 59.6 32.7
Rosebud (Todd County) ........... 4,005 54.4 27.3
Lower Brule (Lyman County) . 4,679 45.0 15.7
State of South Dakota .......... 10,661 11.6 4.2
National ....cccceeeeeveiiiiiieeceeeeeeee e 14,420 10.0 6.3

* 2000 census data are not yet available for income and poverty. Preliminary estimates
based on 1997 census information indicate that conditions have not changed significantly.

Employment and earnings among the Indian people of the project area are ex-
pected to positively impact the high costs of health-care borne by the United States
and the Tribes. OSRWSS data suggest clear relationships between income levels
and federal costs for heart disease, cancer and diabetes.

It is believed that the Subcommittee will share the shock of the sponsors with re-
spect to future health care costs associated with poverty and the extremely high
mortality rates of Indian people in the Great Plains. OSRWSS has found that an
extra $0.8 to $1.6 billion (present value of 50 years of future health-care) will be
required for the 24,000 member Indian population in the Mni Wiconi Project (rel-
ative to the non-Indian population). This is not total costs of health care, it is the
extra cost of health care. A task force to thoroughly study this matter with the ob-
jective of taking corrective action is needed.

The Oglala Sioux Rural Water Supply System is a part of the solution. It brings
much needed employment, which, in turn, engages part of our unemployed and
brings about some measurable improvement in the health of the Lakota Nation,
thereby reducing federal health-care costs and, most of all, the tragedy in the fami-
lies affected. Support for the additional funds needed for completion of the project
and acceleration of the Project in the Administration’s budget will be invaluable.

Financial support for the Indian membership has already been subjected to dras-
tic cuts in funding programs through the Bureau of Indian Affairs. This project is
a source of strong hope that helps off-set the loss of employment and income in
other programs and provide for an improvement in health and welfare. Tribal lead-
ers have seen that Welfare Reform legislation and other budget cuts nation-wide
have created a crisis for tribal government because tribal members have moved back
to the reservations in order to survive. Recent Census Bureau data indicate that the
population of Shannon County (Pine Ridge Indian Reservation) increased over 24%
between 1990 and 2000. The populations of the Rosebud and Lower Brule Indian
Reservations have also continued to grow. Economic conditions have resulted in ac-
celerated population growth on the reservations. The Mni Wiconi Project Act de-
clares that the United States will work with us under the circumstances:

. . the United States has a trust responsibility to ensure that adequate and
safe water supplies are available to meet the economic, environmental, water
supply and public health needs of the Pine Ridge, Rosebud and Lower Brule In-
dian Reservations . . .

Indian support for this project has not come easily because the historical experi-
ence of broken commitments to the Indian people by the Federal Government is dif-
ficult to overcome. The argument was that there is no reason to trust and that the
Sioux Tribes are being used to build the non-Indian segments of the project and the
Indian segments will linger to completion. These arguments have been overcome by
better planning, an amended authorization and solid agreements and relationships
among the parties. The Subcommittee is respectfully requested to take cognizance
of the need to complete the project to maintain the faith of the Indian people.

The Mni Wiconi sponsors have worked especially hard to implement cost controls
and to minimize the increase in the authorization required to finish this valuable
project. There has been every effort to comply with cost reduction measures, and
the sponsors trust that others will find that actions and decisions have been genu-
ine, comprehensive and effective.

COMPONENTS OF ADDITIONAL COST

Before fully reviewing the components of the increase of $58.8 million in the
project ceiling, the sponsors are in complete agreement that the Bureau of Reclama-
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tion has worked with us in a thoroughly cooperative and effective manner through-
out the project. In preparation of the cost estimates for HR 4368, the Bureau of Rec-
lamation worked closely with the sponsors. Agreement was reached on the causes
of the cost increases and the steps to be taken to control and limit future costs and
to reconfigure the OSRWSS core system. Table 2 summarizes the factors requiring
amendment of the project ceiling and the amounts of additional costs.

Factors contributing to increases in cost include items not originally contemplated
in the Final Engineering Report (FER), upon which the project costs were based,
including extension of the project completion date from 2003 to 2008 and the associ-
ated costs of administration. Operation and maintenance buildings were required
that were not originally included in the project costs. Moreover, facilities were ap-
proved and constructed that were not part of the original plan formulation, but were
subsequently determined necessary due to change in circumstances.

Bid prices, particularly on the OSRWSS core and distribution system on the Pine
Ridge Indian Reservation, were received at higher prices than contemplated in the
Final Engineering Report (FER). The Reservation is the most remote area in the
project, the number of bids received was generally low (whether for the OSRWSS
core or distribution system) and bid prices by contractors reflected a higher level
of risk. Moreover, criteria used in common by all sponsors for estimating minor con-
struction items, did not adequately reflect the requirements for the OSRWSS core
(Table 2).

OSRWSS and the other sponsors agreed to a reconfiguration of the OSRWSS core
that resulted in an estimated savings of $5.5 million. Federal procurement processes
were improved but with less impact on savings than the reconfiguration of the
OSRWSS core. Important is a review of the project design criteria based on the 1990
Census of Population in the FER and the subsequent population count by the Bu-
reau of Census for 2000. An accelerated growth rate was a factor in the cost of addi-
tional construction on the Pine Ridge Indian Reservation. Population on Pine Ridge
has grown at an estimated annual rate of 2.18% as contrasted with the design rate
of growth of 1.65%, an increase of 32% in the growth rate. By year 2020, little more
than a decade after project completion, the design population on Pine Ridge will
have reached 24,560 persons, 17% greater than the 21,000 persons projected in the
Final Engineering Report by the same date. Stated differently, if current growth
rates are sustained, the design capacities for Pine Ridge will be exceeded in years
2011 and 2012, respectively, 3 to 4 years after the scheduled completion of construc-
tion. The population of other service areas is growing but more in accord with origi-
nal projections. The increase in population on Pine Ridge is believed to stem in large
part from the availability of a new source of safe and adequate water as well as
new opportunity for earnings and employment in the Project.

On each of the Indian Reservations in the project: Pine Ridge, Rosebud and Lower
Brule, population estimates prepared by the Bureau of Indian Affairs argue for
higher population than estimated by the Bureau of Census. Therefore, numbers of
persons residing on the reservations may significantly exceed the numbers pre-
sented here, and the ability of the project to serve a future population may be more
important than currently found.

Reconfiguration, as agreed-upon by the sponsors and the Bureau of Reclamation,
provides for a northern and southern pipeline in the OSRWSS core with pipe sizes
meeting FER design requirements but with some excess capacity for the following
reasons: (1) along the northern route, a pipe size between 10” and 12” is required
between the water treatment plant and Philip Junction, and 12 inches would be pro-
vided; and (2) along the southern route, a pipeline between 20” and 24” would be
required from the water treatment plant to Murdo, and 24” would be provided. The
Oglala Sioux Tribe needs a core transmission system with capability to deliver
water through the southern and northern OSRWSS core as defined in the Final En-
gineering Report. Reconfiguration supports the projections of project population
based on the 2000 Census.

SICANGU MNI WICONI (ROSEBUD INDIAN RESERVATION)

The Sicangu Mni Wiconi-Rosebud Sioux Rural Water System was not included in
the original Mni Wiconi Act. Nine years ago an amendment was introduced to add
Rosebud and Lower Brule to the Project and make other modifications to the legisla-
tion. That amendment, enacted as part of P.L.. 103-434, and the amendment intro-
duced this year illustrates the commitment of the project sponsors, the Congress
and Administration to improving the quality of life for thousands of South Dakotans
on three Indian Reservations and beyond.
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While the population of project area still endures with some of the poorest water
quality and lowest income levels in the Nation, Mni Wiconi has made a big dif-
ference to their life. In 1997 and 1998 the Rosebud Sioux Tribe worked with West
River/Lyman-Jones to bring high quality water to Horse Creek, Swift Bear and
White River. Indians and non-Indians alike now have a reliable source of high qual-
ity water and schools in White River no longer have to close because of a lack of
water. Other success stories abound in the area served by the Mni Wiconi.

For Rosebud the present amendment is needed primarily to extend the sunset
date and address facilities not contemplated in the Final Engineering Report. For
other project sponsors the amendment is more critical. The amendment is needed
to construct the reservation distribution system for Lower Brule and the north loop
of OSRWSS. These facilities are needed to meet critical needs at Lower Brule and
in the WR/LJ service areas. On behalf of the thousands of people who have yet to
benefit from Mni Wiconi and who will not benefit without passage of this amend-
ment, the Rosebud Sioux Tribe seeks your support. It is also urged that the Sub-
committee bear in mind that legislation is seldom complete and perfect and one can-
not rule out additional modifications that may be needed to meet our objective of
providing equal benefits to all of the Sicangu Oyate in our Primary and Secondary
Service Areas.

LOWER BRULE

The Lower Brule Rural Water System has demonstrated its ability to manage and
maintain their portion of the project with the tremendous amount of progress ac-
complished over the last few years. A state of the art microfiltration water treat-
ment plant was constructed and placed into operation in December 1999. The com-
pletion of this plant has not only benefited the users of the LBRWS but also allowed
the provision of high quality water to a significant number of users of the West
River/Lyman Jones (WR/LJ) Rural Water System from Oacoma to Draper.

The provision of water to WR/LJ RWS and its users has been a very rewarding
experience. The cooperation and communication between the two systems, especially
the operation and maintenance personnel, has been exceptional and has thus led to
the successful delivery of high quality water to users on both systems. As a result,
much of the apprehension that was felt prior to this supply of water has turned to
praise.

LBRWS has committed current funding for the construction of the last segment
of LBRWS core pipeline between Kennebec and Reliance during the 2002 construc-
tion season. This will result in the core pipeline from Vivian to Reliance serving
WR/LJ service areas along the pipeline and the cities of Vivian, Presho and Ken-
nebec.

The major items affecting the cost increase for Lower Brule are the pipe sizes and
unit costs for the core pipeline; pipe sizes, quantities (The current total footage in-
cludes 510,200 feet for pasture taps. Much of this quantity may not have been in
the FER cost estimate) and unit costs for the distribution system; there is a de-
crease in the estimated cost of pump stations; costs for reservoirs are substantially
higher; and the costs the water treatment plant and administration building were
not included in the FER.

Another factor affecting Lower Brule’s cost was the initial distribution of the ap-
propriated funds. During the first years the project received funds, the funds were
distributed on a percentage of sponsors overall portion of the project. As such, the
amount of money received by Lower Brule on a yearly basis ($500,000-$700,000)
was not sufficient to fund a worthwhile segment of the project. The funds needed
to be accumulated over a period of years. This not only affected construction costs
but also significantly increased the cost of administration as a percentage of the con-
struction costs.

Primarily, as a result of the underestimated cost in the Final Engineering Report,
the LBRWS has received the extent of the funding designated for its portion of the
project with the receipt of the 2001 funds. The LBRWS with the support of the other
sponsors is proceeding with the optimism that the amendment will be approved in
a time frame that will not impact the progress currently being made. To that extent,
LBRWS has received $1,450,000 in FY 2002 funds for the Kennebec to Reliance seg-
ment of core pipeline. If the amendment is not passed, the continued support of the
other sponsors to designate funds for Lower Brule’s portion cannot be expected.
Therefore, it is crucial to the continued success of Lower Brule and the Mni Wiconi
Project as a whole that the proposed amendment is passed.
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Senator JOHNSON. Thank you, President Steele. It’s an excellent
statement. And unless Senator Domenici has any questions, we
would be pleased to allow you to catch your plane.

Mr. STEELE. Thank you.

Senator JOHNSON. Very good.

I know, with other time constraints, Mr. Jerry Stagner, we would
appri?iciate any testimony that you might have at this time, and I
wou

Mr. STAGNER. Thank you very much, Mr. Chairman.

Senator JOHNSON. Very good.

STATEMENT OF JERRY STAGNER, BOARD MEMBER,
ELEPHANT BUTTE CABALLO ASSOCIATION, EL PASO, TX

Mr. STAGNER. Thank you, Mr. Chairman. Mr. Chairman, distin-
guished committee members, my name is Jerry Stagner. I'm presi-
dent of State National Bank in Truth or Consequences, New Mex-
ico. I am on the Leaseholders Board, although I do not have an in-
terest in a lease lot. With me, is board member Mike Mowles.

We're here today representing the Leaseholders of Elephant
Butte and Caballo Reservoirs. Thank you for allowing us the oppor-
tunity to address your committee on behalf of the association.

The association is a nonprofit organization whose purpose is the
purchase of lease lots at Elephant Butte and Caballo Reservoirs.
On behalf of the association, we want to thank Representative
Skeen and his support of the passing of H.R. 706, the Lease Lot
Conveyance Act. We also want to thank Senator Domenici and Sen-
ator Bingaman for their support.

These lease lots are in the State of New Mexico, near the shores
of the Elephant Butte and Caballo Reservoirs. Elephant Butte was
dedicated in 1916. Caballo was built around 1930. The reservoirs
are approximately 2 hours south of Albuquerque, New Mexico, and
about 2 hours north of El Paso.

These lease lots first became available in 1940 at a cost of about
$10 a year. It took about 40 years for these lots to be leased up.
They were—the lease lot holders were told to do improvements to
their lots, or they would revert back to the government. The lease
owners got busy, established roads, poured lot foundations for their
cabins, brought in electricity, either had water piped in or drilled
wells, drainage and retaining walls were built, septic tanks were
installed, and other upgrades were made. All of these improve-
ments were the result of the sweat and labor and equity of the
leaseholders.

It is important to note that all improvements were approved by
the Government. And so far as we know, no funds have been ex-
pended by the State of New Mexico, nor the Federal Government,
for the benefit of the leaseholders. However, State Park does main-
tain some major roads for access to the beaches.

Collectively, the leaseholders now feel threatened, because the
leases have been increased substantially over the last 30 or 40
years. As time progresses, they feel like they’re going to be priced
out of their homes.

Senator DOMENICI. Mr. Stagner, I wonder if we might interrupt
for a moment?

Mr. STAGNER. Yes.
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Senator DOMENICI. Could you summarize your statement so we
could have a couple of questions, and it will be made a part of the
record.

Mr. STAGNER. Sure. I think the record will show that the legisla-
tion is very, very much supported, and we just thank you for the
support for H.R. 706.

[The prepared statement of Mr. Stagner follows:]

PREPARED STATEMENT OF JERRY STAGNER, BOARD MEMBER, ELEPHANT BUTTE/
CABALLO ASSOCIATION, EL PAso, TX

Mr. Chairman and distinguished committee members, my name is Jerry Stagner.
I am the president of State National Bank in T or C, a member of the Economic
Development Committee and a member of the Work Force Development Board. I am
on the lease lot holders board although I do not have an interest in a lease lot. With
me is board member Mike Mowles.

We are here today representing the lease lot holders of Elephant Butte and
Caballo Reservoirs. Thank you for allowing us the opportunity to address your com-
mittee on behalf of the association. Our association is a non-profit organization
whose purpose is the purchase of the lease lots at Elephant Butte and Caballo Res-
ervoirs.

On behalf of the association, I would like to thank the House of Representatives
and Joe Skeen for their support in their unanimous passing of H.R. 706, the Lease
Lot Conveyance Act, which allows for the privatization of the lease lots. Senators
Bingaman and Domenici have also, assured us of their support of this bill before
you today.

Our association supports H.R. 706, passed by the House of Representatives, which
provides for the privatization of 403 lease lots.

These lease lots are in the state of New Mexico, near the shores of Elephant Butte
and Caballo Reservoirs. Elephant Butte Reservoir was dedicated in 1916. Caballo
Reservoir was built around 1930 as a flood control and holding area.

The reservoirs are about two hours to the south of Albuquerque, New Mexico and
about two hours north of El Paso, Texas, which are the closest large cities to our
area.

The first lease lots became available in the 1940’s. In spite of $10 a year lease
fee, it took a good 40 years before all of the lots were leased. Lease holders were
told unless improvements were made to the lots, the leases would revert back to
the government. Leaseholders got busy and established roads, poured foundations
for their cabins brought in electricity and either had water piped in or drilled wells.
Drainage and retaining walls were built, septic tanks were installed and other up-
grades were made. All of these improvements were a result of the sweat, labor and
equity of the lease holders.

It 1s important to note all improvements were approved by the government, and,
insofar as we know, no funds whatsoever have been expended by the state of New
Mexico nor the federal government for the benefit of the lease lots. However, state
parks does maintain some major roads for public access to the beaches.

Collectively, we now feel threatened as lease fees have increased substantially. As
time progresses, we must anticipate even more increases. Leaseholders fear they
will be “priced out” of their homes.

These are the people who moved here because of afford ability; many of who are
considered to be at poverty level or below. More than 75 percent of the lease lot
holders are over age 55, and about 70 percent of these are over age 65. The majority
of these senior citizens are on fixed incomes. Most are retired, and having an afford-
able place to live, on land they themselves have worked and nurtured, is an oppor-
tunity in which they should be secure in.

There are 403 lots, but far more people will be affected by the outcome of this
legislation. Every lease lot has a family associated with it and is often used by sev-
eral generations. There are many families in which the father acquired the lot. He
raised his kids with “the lake” as an integral part of their upbringing. That tradi-
tion continues today in the lives of his grandkids and great grandkids. Every lot
touches the lives of a family. Many hundreds of people call these lots home.

Elephant Butte and Caballo Reservoir’s boundaries, including the lakes, encom-
pass approximately 78,000 acres. The lease lots occupy only 250 acres, or 0.3 per-
cent of the land within this area. Therefore, more than 99.5 percent, or 77,750 acres
of the area are, and will be, available for full public utilization. The lease lots are
not an issue with regard to public recreation.
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Currently, the majority of leaseholders are reluctant to make major improvements
on their lease lots due to the land title questions. Private ownership of lease lots
will not only sustain existing economic conditions, but will also provide owners the
security to invest in permanent structures and improvements. It will add needed
jobs to the community, increase economic stability, increase revenue to the county
through property taxes and to the surrounding community through gross receipts
taxes.

The important point I want to make today is our association, the state of New
Mexico, its congressional delegation and the surrounding communities, believes all
the lease lots should be privatized. We believe all the lots are equally important to
those currently leasing them. There is no effect to the public by allowing the lots
to be purchased by their lease holders. In the past 4 to 5 decades these lots have
been leased, there has been no conflict with public users and no loss of use by the
public. Therefore, we encourage you to pass H.R. 706, as written, to include privat-
ization of 403 lease lots.

Our process has been long and arduous. We have been working for more than 2
decades toward the purchase of our lots. It is impossible to condense into a five
minute presentation lifetime experiences such as a kid’s first fish or a widow living
on a fixed income.

We are thankful to finally be before you today, and thank you for your time, and
for your support of H.R. 706. Again, we would like to thank Senator Bingaman and
Senator Domenici for their support. Please feel free to ask Mr. Mowles or me any
questions you might have. We would be happy to answer your questions.

Senator DOMENICI. Thank you.

And on behalf of both of Senator Bingaman and myself, we’d like
you to carry back to our friends at the two lakes where this prob-
lem is finally going to be resolved, commend the leadership that
came from all of you locally, including you. You have no monetary
interests, but you served on the board and from what I understand,
were a major catalyst in getting this program, which is com-
plicated, with a lot of people having different views and ideas, get-
ting it put together.

We want you to also share with them the fact that we got a clean
bill of health from the Federal Government and its agencies, that
that’s why it can go through so rapidly. It shouldn’t take very long
now—with this being the last stumbling block, it’ll go to the floor
some afternoon late, since there will be no objection, and I'm not
even sure that we’ll be able to tell you in advance when that is.
We'll probably have to tell you the next day.

Mr. STAGNER. Thank you.

Senator DOMENICI. We thank both of you for coming all this way.
In particular, I want to thank Senator Bingaman, who chairs the
committee, for pursuing this at an early date. He’s the one that
sets the dates, and we’re here very early.

Mr. STAGNER. By the way, Senator Bingaman—or Senator
Domenici, I'll answer your question. It’s been going on for about 20
years.

Senator DOMENICI. Twenty years.

Mr. ST